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PREFACE 

It  is  a  remarkable  fact  that  an  institution  which  has  been  in  exis- 
tence in  this  country  for  over  a  century,  has  enlisted  the  support  and  in- 
terest of  some  of  the  ablest  men  of  that  time,  and  become  so  important, 
if  not  necessary,  a  part  in  the  lives  of  the  millions  of  individuals  who 
have  acquired  the  thrift  habit  through  it,  and  accumulated  money  and 
property  by  reason  of  it,  should  have  produced  so  little  literature.  The 
works  that  have  heretofore  appeared  have,  in  the  main,  been  historical 
and  statistical  rather  than  technical.  It  was  the  aim  of  the  author  in 
preparing  the  work  for  the  first  edition  to  supply  this  lack  and  to  fur- 
nish a  practical  treatise  on  savings  banking,  with  enough  of  the  his- 
torical and  legal  to  make  it  a  well  rounded  work. 

In  reviewing  the  work  for  its  third  edition,  all  matter  that  has  be- 
come obsolete  by  the  lapse  of  time,  has  either  been  brought  up  to  date 
or  eliminated,  and  much  of  the  superfluous  has  been  omitted.  It  is  hoped 
that  the  present  edition  will  prove  more  dignified  in  its  treatment,  and 
the  weaknesses  of  the  first  writing  strengthened  in  so  far  as  possible 
without  rewriting  the  entire   text. 

W.  H.  K.,  Jr. 

New  York,  April,  1918. 
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CHAPTER  I 

THE    SAVINGS    BANK   MOVEMENT 

Following  upon  the  French  Revolution  and  the  horrors 
of  that  epoch-making  crisis,  statesmen,  economists,  and 
philanthropists  in  all  parts  of  Europe  set  themselves  to  study 
what  had  been  the  prime  cause  of  so  terrible  an  upheaval 
of  the  old  order  of  things,  and  found  that  while  many  and 
divers  agencies  had  contributed  towards  the  cataclysm,  the 
main  factor  at  work  was  the  abject  poverty  of  the  lower 
classes  and  the  legislative  disabilities  under  which  they  lived. 
Each  of  the  surrounding  nations  took  alarm  and  bestirred 
itself,  with  more  or  less  earnestness  of  purpose,  to  avert  if 
possible  the  application  of  similar  drastic  remedial  measures 
to  its  own  special  disorders.  The  ferment  of  reform  was  felt 
throughout  the  whole  of  Christendom,  and  was  only  stayed 
for  a  time  by  the  Napoleonic  wars  diverting  the  minds  of 
men  from  the  main  issue.  Among  the  many  ameliorative 
projects  which  were  then  advanced  was  the  proposal  to 
establish  banks  for  the  safe  custody  and  increase  of  the  small 
savings  of  the  working  classes.  The  resources  of  these 
classes,  already  meagre  enough,  had  largely  gone  to  waste 
owing  to  the  lack  of  facilities  for  husbanding  them,  and  as 
a  result,  on  the  advent  of  bad  times  masses  of  impoverished 
people,  having  nothing  in  reserve  upon  which  to  subsist, 
were  a  danger  and  menace  to  the  State,  and  a  cause  of  much 
anxiety  to  well-disposed  and  peace-loving  citizens.  It  did 
not  require  much  astuteness  on  the  part  of  the  level-headed 
Georgian  to  perceive  that  by  making  each  individual  a  small 
capitalist  the  immediate  source  of  danger  would  be  averted. 
The  economist  of  the  day  argued  that  if  the  ordinary  work- 
ing man  were  offered  inducements  to  save,  and  were  per- 
suaded to  la)"  apart  in  the  coffers  of  the  State  some  of  his 
earnings,  the  fact  of  his  possessing  a  small  sum  to  his  credit 
would  stimulate  a  desire  to  have  more, — develop  a  natural 
though  latent  acquisitiveness, — till  ultimately  the  conclusion 
would  be  borne  in  upon  him  that  he  held  some  stake  in  his 
country.  Being  thus  materially  interested  in  its  good  gov- 
ernment, he  might  safely  be  depended  upon  to  uphold  the 


2         THE  SAVINGS  BANK  AND  ITS  PRACTICAL  WORK 

powers  of  law  and  order  as  against  sudden  revolutionary 
outbursts  or  anarchy.  He  would  be  found  maintaining  a 
j  ust  attitude  of  respect  towards  property,  and  ranking  gen- 
erally as  a  peacefiU,  contented,  and  happy — ^because  pros- 
perous— citizen,  a  unit  of  power  and  strength  to  the  com- 
monwealth. Wages,  however,  at  the  beginning  of  last 
century  were  small,  and  neither  the  power  nor  the  inclina- 
tion on  the  part  of  wage-earners  to  save  had  been  demon- 
strated. The  project  was  ridiculed,  danmed  with  faint 
S raise,  and  otherwise  met  with  considerable  opposition, 
lany  were  dubious  of  the  success  of  the  proposed  banks, 
while  others  in  the  financial  world  conceived  a  foolish  preju- 
dice against  them  as  probable  rivals.  Some  men  saw  in  them 
a  danger  to  the  finances  of  the  State.  But  the  idea  was 
eventually  proved  to  be  sound  in  principle,  and  banks  for 
savings  soon  sprang  up  all  over  the  civilized  world.* 

While  the  savings  bank  movement  owes  its  conception  to 
such  patriotic  sentiments,  it  was  essentially  a  religious  move- 
ment ;  that  is  to  say,  it  was  connected  with  the  church.  The 
history  of  the  early  banks  in  England,  Ireland  and  Scotland 
shows  that  almost  invariably  the  banks  were  organized 
and,  in  a  large  measure,  conducted  by  the  clergy.  The^ 
motives  were  doubtless  twofold:  first,  to  inculcate  habits  of 
thrift  and  industry  among  the  people,  and,  second,  as  a  result 
of  this  thrift,  to  rid  the  church  of  the  load  which  poverty 
placed  upon  her  finances.  But  however  this  may  be,  the 
primary  motive  was  philanthropic. 

The  success  of  the  movement,  however,  was  due  to  the 
desire  on  the  part  of  the  thrifty  to  lay  by  in  store  for 
the  rainy  day.  Without  this  desirable  trait  of  character,  the 
movement  would  never  have  succeeded,  either  abroad  or 
here.  These  two  elements — philanthropy  and  thrift — are 
necessary  to  the  establishment  of  a  mutual  savings  bank 
anywhere.  They  are  the  bed  rock  upon  which  it  is  built, 
and  wherever  such  a  movement  is  sought  to  be  instituted 
we  must  first  find  these  qualities  to  exist;  for  while  phil- 
anthropy must  establish,  thrift  must  sustain. 

It  cannot  be  said — ^more's  the  pity — that  every  savings 
bank  has  been  conceived  in  honor  and  conducted  honorably; 
for  historv  chronicles  a  different  tale.  The  motives  which 
prompted  the  establishment  of  many  savings  banks  in  New 


•W.  A.  Barclay,  Jr.,  in  Scottish  Bankers  Magazine. 
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York  in  the  60's  and  early  70's  were  selfish  and  unworthy 
in  the  highest  degree,  and  the  management  was  reckless, 
improvident  and  criminal,  as  the  history  of  those  stormy  days 
will  demonstrate;  but  this  era  of  bad  banking  was  also  an 
era  of  readjustment,  and  many  of  the  banks  that  were  never 
needed  and  should  not  have  been  chartered  under  any  con- 
ditions, political  or  economic,  were  weeded  out,  leaving  the 
fittest  only  siir\^iving.  How  thorough  was  this  work  of 
elimination,  and  how  good  the  management  since,  may  be 
seen  from  the  fact  that  between  1878  and  1917,  a  period  of 
39  years,  savings  bank  failures  have  been  practically  un- 
known in  New  York,  and  the  losses  trifling  compared  with 
the  vast  volume  of  business  done.  In  1891  it  was  discov- 
ered that  the  managing  officials  of  the  Ulster  County  Sav- 
ings Bank,  Kingston,  N.  Y.,  had  been  embezzling  funds  to 
the  extent  of  about  $365,000  which  made  the  bank  insolvent; 
but  under  court  order  the  deposits  were  scaled  15  per  cent., 
making  the  bank  a  going  concern,  and  it  was  reopened  on 
the  scaled  basis  and  has  since  been  a  flourishing  institution, 
the  deposits  in  1916  exceeding  five  millions,  a  gain  of  over 
100  per  cent. 

In  1893  the  Chenango  Valley  Savings  Bank  of  Bing- 
hamton  scaled  its  deposits  15  per  cent,  and  now  shows 
deposits  of  $1,700,000. 

On  June  28,  1892,  a  defalcation  of  about  $400,000  was 
discovered  in  the  National  Savings  Bank  of  Buffalo,  im- 
pairing the  assets  to  the  extent  of  about  22  per  cent.  Under 
order  of  the  Court  the  deposits  were  scaled  in  the  same 
amount  and  business  resumed  September  1,  1892.  Subse- 
quently the  name  was  changed  to  the  "Empire  State  Sav- 
ings Bank"  and  the  bank  continued  in  existence  until  1902 
when  it  went  into  voluntary  liquidation.  Eighty  per  cent, 
of  the  amount  due  depositors  was  paid  immediately  on  de- 
mand. This  voluntary  liquidation  was  brought  about  with 
the  financial  assistance  of  a  trust  company,  and  depositors 
of  record  at  the  time  of  the  voluntarj^  closing  of  the  bank 
M'ere  paid  in  full. 

During  1910  and  1911  the  Washington  Savings  Bank 
and  the  State  Savings  Bank  of  New  York  City  both  closed, 
owing  to  irregularities  in  the  management.  Up  to  1917  the 
former  has  paid  61  per  cent,  in  dividends  and  the  latter  65 
per  cent.* 

*As  these  pages  go  to  press  (September,  1917)  the  affairs  of  the  State  Savings 
Bank  are  being  closed,  paying  to  depositors  approximately  69  per  cent. 


4         THE  SAVINGS  BANK  AND  ITS  PRACTICAL  AVORK 

Considering  the  vast  magnitude  of  the  savings  bank  in- 
terests in  New  York,  these  losses,  less  than  a  milhon  in  a 
period  of  over  a  quarter  century,  are  insignificant.  Had 
the  scaling  process  not  obtained,  the  losses  would  no  doubt 
have  been  greater,  which  well  justifies  this  feature  of  savings 
banking,  as  discussed  more  fully  in  the  chapter  on 
insolvency. 

The  Birth  of  Savings  Banks. 

It  has  been  claimed  that  the  savings  bank  movement 
found  its  first  Uterary  advocacy  in  France,  the  first  practical 
test  in  Germany,  and  the  first  statutory  regulation  in  Eng- 
land. A  French  writer  has  asserted  that  the  idea  dates 
back  to  Hugues  Delestre,  who  proposed  such  an  institution 
in  1610. 

The  honor  of  establishing  the  first  bank  of  this  character 
is  in  dispute,  being  claimed  for  both  England  and  Germany. 
Claims  are  also  made  that  a  genuine  savings  bank  was  estab- 
lished in  Brunswick  in  1765;  Hamburg  (as  below)  in  1778; 
Berne,  Switzerland,  in  1787;  Basel  in  1792;  Geneva  in  1794. 

Indeed  it  is  even  claimed  that  "Robinson  Crusoe's 
father,"  Daniel  Defoe,  was  the  original  savings  bank  man, 
for  he  not  only  was  the  first  to  propose  that  the  bankruptcy 
laws  be  modified,  but  also  drew  up  a  scheme  for  a  mutual 
marine  insurance  society,  a  friendly  aid  society,  and  a  savings 
bank* 

In  1689,  when  about  twenty-eight  years  old,  Defoe  con- 
ceived a  scheme  similar  to  our  savings  banks,  except  that 
it  was  to  be  run  by  the  Government.  It  was  to  be  a  public 
benefaction,  while  the  mutual  savings  bank  is  a  private  phil- 
anthropy. His  scheme  was  to  have  all  wage  earners  of  a 
community  pool  a  certain  amount  of  their  earnings  and 
place  the  pool  at  the  disposal  of  the  Government,  the  latter 
pajdng  interest,  and  any  member  of  the  pool,  upon  proper 
claim,  could  draw  out  funds  proportionate  to  his  deposits 
whenever  he  needed  them  to  tide  him  over  an  emergency. 
This  scheme,  while  remote  from  what  "we  understand  by  a 
savings  bank  to-day,  was,  in  its  fundamentals,  similar  to  the 
conception  of  savings  banks  at  the  beginning  of  the  move- 
ment in  this  country.  The  Bank  for  Savings  in  New  York, 
chartered  in  1819,  found  it  impossible  to  obtain  its  charter 


•Pamphlet  issued  bj'  the  Williamsburgh  Savings  Bank  of  Brooklyn  in  com- 
memoration  of  the  Scottish   Savings   Bank   Centennial,   June,   1910. 
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until  it  showed  itself  to  be  a  movement  to  alleviate  poverty. 

The  idea  of  an  institution  where  the  wage  worker  might 
deposit  his  savings  and  withdraw  them  in  whole  or  in  part, 
as  necessity  demanded,  with  interest  according  to  the  time 
left  on  deposit  (the  elemental  principle  of  savings  banking), 
was  first  utilized  in  Germany  in  1765  in  the  reorganization 
of  a  philanthropic  institution  (Besorgunganstalt)  by  a  num- 
ber of  benevolently-inclined  citizens  of  Hamburg.  This  was 
made  over  into  a  savings  bank  in  1778,  operated  especially 
for  the  industrial  classes.  The  movement  spread  rapidly 
throughout  Europe.  The  opportuneness  of  such  an  institu- 
tion seemed  to  appeal  strongly  to  the  philanthropic  sense  of 
Christendom,  ministers  and  churches  being  prominent  in  the 
work,  especially  in  England.* 

Concerning  this  matter,  Mr.  Lewins,  in  his  "Historj^  of 
Banks  for  Savings  in  Great  Britain  and  Ireland,"  remarks, 
that  from  the  best  investigations  he  has  been  able  to  make, 
the  institutions  in  question  were  something  very  different 
from  the  savings  banks  as  the  English  people  understand 
them,  dealing,  as  they  did,  in  business  more  like  the  sale  of 
deferred  annuities.  The  institution  at  Hamburgt  simply 
took  the  spare  cash  of  domestics  and  hand-craftsmen  and 
granted  annuities  on  the  members  arriving  at  a  certain  age. 
No  withdrawal  of  money  was  allowed, X 

The  Movement  in  England. 

When  a  great  want  is  felt  in  the  world,  men  begin  to  try 
to  satisfy  that  want.  This  question  of  dealing  with  simple 
men  and  women;  of  taking  care  of  the  humble  who  had  no 
estates;  of  helping  the  poor  who  come  to  want  by  im- 
providence or  by  misfortune,  appears  to  have  received  the 
studious  notice  of  the  economist  and  philanthropist  at  the 
same  time.  While  Jeremy  Bentham  and  Malthus  enforced 
the  benefits  of  providence  and  saving  in  the  interests  of  the 
great  body  of  the  people  as  well  as  of  those  who  saved, 
about  the  opening  of  the  nineteenth  century  an  English 
clergyman  and  a  Scotch  minister,  each  in  his  own  parish,  set 
in  operation  a  plan  for  his  parishioners  to  save  money,  which 


*Hamilton,  "Savings  and  Savings  Institutions,*'  p.  156. 

fNapoIeon  swept  this  bank  clean  of  its  cash  and  gave  it  a  death  blow — 
Lewins,  p.  18 

IKeyes  History  of  Savings  Banks,  p.  16. 
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embodies  in  substance  the  fundamental  principles  of  the 
savings  bank.* 

The  English  have  long  maintained  that  their  system  of 
savings  banks  dates  from  the  schemes  of  Rev.  Joseph  Smith 
and  Mrs.  Priscilla  Wakefield. 

It  must  not  be  forgotten  that  all  the  early  banks  were 
essentially  charities.  Thus  the  "Wendover  Bank"  (1798) 
was  conducted  by  the  Rev.  Joseph  Smith  and  two  rich 
parishioners,  who  agreed  to  receive  sums  of  not  less  than  two- 
pence, keep  strict  account  of  every  deposit  and  repay  the 
same  at  Christmas,  or  during  the  winter,  with  one-third  the 
amotint  added,  as  interest.  Deposits  could,  hot^ever,  be 
drawn  before  that  time  on  demand.  A  Christmas  dinner  at 
the  expense  of  the  directors  was  added;  but  whether  for 
advertising  purposes  or  as  an  additional  bounty  upon  thrift 
is  not  known.  Deposits  were  received  only  on  Sunday  even- 
ings; and  it  became,  therefore,  really  a  part  of  the  church 
work.  This  work  was  carried  on  for  several  years,  with 
about  sixty  subscribers,  who  deposited  from  five  to  ten 
pounds  each  year.  The  bank  was  duly  organized  in  1804  and 
trustees  appointed.    It  was  called  the  "Charitable  Bank." 

Priscilla  Wakefield's  scheme  (1799)  was  a  sick  and  aid 
society  rather  than  a  bank.  The  members  paid  a  certain 
sum  per  month  according  to  their  age  and  received  a  pension 
after  sixty  years  of  age.  In  sickness  four  shillings  a  week 
was  granted.  On  extraordinary  misfortune  a  certain  amount 
could  be  drawn,  and  at  death  a  sum  for  the  funeral. 

Honorary  members  paid  subscriptions  which  went  to 
meet  deficiencies  and  current  expenses.  In  1801  a  fund  was 
added  from  which  loans t  were  made  to  members,  and  also  a 
savings  bank.  The  interest  in  the  bank  was  the  same  as  that 
charged  for  loans — five  per  cent.  The  expenses  of  manage- 
ment must,  therefore,  have  been  borne  by  the  promoters, 
since  no  profit  accrued  on  the  deposits.  Children  could  also 
deposit  a  penny  a  month.  The  management  of  this  bank 
rested  between  the  "honorary"  and  the  "benefited"  members. 

The  "Sunday  Bank"  (1808),  at  Hereford  also  savored 
of  charity.     This  bank  was  "open"  on  Sunday  mornings 


*BoIles*  Practical  Banking,  p.  266, 

tThese  loans  were  directed  particularly  to  enabling  them  to  purchase  neces- 
sities at  wholesale  prices  or  to  supply  themselves  with  articles  for  sale,  materials 
for  work,  a  pig,  or  any  other  tning  likely  to  produce  a  profit.  These  loans 
were  repaid  in  small  monthly  payments.  Scratchley,  p.  6.  (A  plan  very  much 
like  the  Raiffeisen  banks  [village  banks]  of  Germany  and  other  countries.) 
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only,  and  received  from  sixpence  to  two  shillings.  About 
three  hundred  pounds  per  year  was  invested  from  1808  to 
1816.  The  money  was  repaid  at  New  Years,  with  ten  per 
cent,  additional,  through  the  help  of  charitable  friends. 

Jeremy  Bentham,  mentioned  above,  in  1797  established 
a  ^'Frugality  Bank,'Vand  is  also  a  candidate  for  the  honor 
of  being  the  pioneer  savings  bank  man. 

Which  of  these  "schemes"  is  entitled  to  the  distinction  of 
being  the  forerunner  of  the  savings  bank,  as  we  know  it  to- 
day, is  a  matter  of  opinion.  The  granting  of  annuities  and 
sick  and  death  benefits  has  never  been  a  part  of  savings  bank 
work  in  this  country  until  the  Massachusetts  banks  were 
authorized  in  1908  to  conduct  a  life  insurance  department. 
The  Massachusetts  plan  does  not  contemplate  sick  benefits, 
and  confines  itself  to  insurance  and  annuities.  The  bounty 
of  the  Rev.  Smith,  while  partaking  of  the  nature  of  interest, 
lacked  one  of  the  principal  elements  of  interest  calculations, 
t.  e.j  time. 

The  first  "woman's  bank'*  was  opened  in  1808  at  Bath, 
designed  to  receive  the  deposits  of  female  servants,  and  was 
managed  by  four  men  and  four  women.  No  servant  could 
deposit  over  £50,  and  no  single  deposit  could  ever  exceed 
£2,000.    Interest  was  paid  at  the  rate  of  four  per  cent. 

The  First  Modern  Savings  Bank. 

The  first  modern  savings  bank  dates  from  May  10,  1810, 
the  centennial  of  which  was  so  admirably  celebrated  in  June, 
1910,  under  the  auspices  of  the  Edinburgh  Savings  Bank, 
which  dates  from  1814. 

To  the  Reverend  Henry  Duncan,  of  Dumfrieshire, 
Scotland,  belongs  the  honor  of  conceiving  the  first  practical 
scheme  for  a  savings  bank,  the  plan  of  which  is  given  below, 
but  which  was  greatly  improved  and  simplified  by  the  Edin- 
burgh Savings  Bank. 

Dr.  Duncan  was  a  scholar,  a  friend  of  Thomas  Carlvle 
and  the  celebrated  Dr.  Chalmers.  The  Dumfries  commun- 
ity of  lowland  Scotch  people  was  a  good  field  (good  because 
of  the  Scotch  thrift),  but  hard,  in  which  to  test  his  plan; 
for  to  the  poverty  of  the  people  was  added  the  lack  of 
wealthy  men  able  and  willing  to  help  him  in  a  financial  way. 

He  found  the  condition  of  his  parishioners  in  many  cases 
very  distressing.  A  series  of  bad  harvests  had  raised  the 
price  of  food.     Labor  was  scarce;  provisions  were  scarcer. 
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and  wages  were  low.  He  left  no  plan  untried  to  ameliorate 
those  conditions.  His  active  and  philanthropic  mind  soon 
came  to  the  rescue.  He  employed  many  of  them  in  ditching 
and  draining,  for  he  well  knew  that  idleness  soon  engendered 
a  distaste  for  work.  He  bought  flax  to  be  spun  by  the 
women,  and  imported  Indian  com  from  Liverpool  and  sold 
it  to  the  people  in  quantities,  graduated  according  to  the  size 
of  the  family,  so  that  better  conditions  were  soon  the  result. 
While  studying  the  question  of  poor  laws,  he  came  across 
a  paper  called  Tranquillity ,  which  contained  among  much 
that  was  impracticable  and  visionary,  the  germ  of  an  idea  for 
enabling  the  prudent  poor  to  provide  for  themselves ^  thus 
effecting  an  abolition  of  the  poor  rates.  He  set  to  work  at 
once  to  develop  the  idea.  His  efforts  met  at  first  with  little 
response,  and  had  it  not  been  that  he  had  a  passionate  belief 
in  the  system  itself,  and  the  pertinacity  to  continue  in  spite 
of  all  opposition,  it  would  have  been  difficult  to  carry  the 
matter  through;  but  to  his  lasting  honor,  he  achieved  his 
object  single-handed.* 

Henry  Duncan's  Bank. 

The  Rev.  Henry  Duncan's  Bank,  at  Ruthwell  (1810), 
Scotland,  was  the  first  real  savings  bank  of  which  we  have 
record.  Dr.  Duncan  seems  to  have  grasped  the  fact  that 
the  savings  bank  should  first  be  thoroughly  organized,  and 
that  while  philanthropic  in  its  management,  is  far  from  being 
a  charity  in  its  benefits.  He  was  a  scholar — a  thinker — and 
one  whose  acquaintance  was  sought  by  the  notable  men  of 
his  day.  He  reasoned  that  "the  only  way  by  which  the 
higher  ranks  can  give  aid  to  the  lower  in  their  temporal  con- 
cerns, without  aiding  them  to  their  ruin,  is  by  affording 
every  possible  encouragement  to  industry  and  virtue,  and  by 
judiciously  rewarding  extraordinary  efforts  of  economy." 

He  concluded  that  even  in  the  poorest  family  there  are 
odds  and  ends  of  income  which  are  likely  to  get  frittered 
away  in  thoughtless  extravagance.  He  planned,  therefore, 
to  induce  the  people  to  comprehend  the  value  of  saving; 
to  reward  them  from  the  interest  from  investments  and  not 
from  charitable  contributions ;  to  run  a  bank  upon  the  earn- 
ing  power  of  money  at  work  rather  than  the  generosity 


*Sketch  of  Rev.  Henr}'  Duncan  in  the  Savings  Bank  Centenary  Memorial. 
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of  friends.  He  probably  did  more  than  any  other  agency 
to  establish  the  savings  bank  idea  on  a  logical  and  business- 
like basis.  Having  nothing  but  the  usual  Scotch  conununity, 
sparsely  settled  and  poor,  as  his  field,  the  wonder  is  that  he 
succeeded  at  all.  "Few  parishes,"  we  are  told,  "presented  so 
many  and  such  unusual  obstacles  to  the  progress  of  a  scheme 
of  this  kind.  Almost  every  adult  member  of  the  parish  be- 
longed to  some  Friendly  Society,  and  many  of  these  found  it 
difficult  to  fulfill  their  agreements."*  It  was  his  "hobby," 
and  he  rode  it  to  success,  traveling,  writing,  and  speaking 
extensively  in  the  interests  of  his  pet  scheme. 

Duncan's  Bank  (banks  everywhere  are  called  after  the 
name  of  the  man  most  prominent  in  the  management,  and 
we  here  follow  the  common  practice)  was  over  organized 
and  had  more  elaborate  "machinery"  than  any  hundred- 
million-dollar-bank  of  to-day.  It  had  three  classes  of  mem- 
bers: (a)  Ordinary — the  poor  who  deposited ;  (b)  Extraor- 
dinary— who  paid  into  an  auxiliary  fund  a  certain  amount; 
(This  has  its  counterpart  in  the  New  Hampshire  "guarantee 
savings  bank") ;  (c)  Honorary — ^who  paid  a  larger  sum  into 
the  auxiliary''  fund.  The  bank  was  managed  by  a  "Court  of 
Directors,"  consisting  of  the  Governor,  five  directors,  the 
Treasurer,  and  one  or  more  trustees,  chosen  from  the  hon- 
orary and  extraordinary  members.  This  court  acted  under 
the  supervision  of  a  Standing  Conmiittee  of  fifteen  men 
chosen  from  the  members.  The  last  named  bodies  were  sub- 
ordinate to  the  "General  Meeting,"  composed  of  all  mem- 
bers of  the  last  two  classes,  and  all  ordinary  members  of  six 
months'  standing. 

In  some  respects  Duncan's  scheme  still  obtains  in  Maine 
and  Vermont  at  this  time.  In  the  former  State  the  corpora- 
tion consists  of  thirty  members,  from  whom  are  elected  five 
trustees;  in  the  latter,  fifty  members  constitute  the  corpora- 
Hon,  from  whom  are  elected  seven  trustees. 

Objections  to  Duncan's  Plan. 

The  part  of  Duncan's  plan  most  open  to  objection  was 
the  penalizing  of  those  who  failed  to  deposit  a  small  sum 
during  the  year — a  feature  that  is  foreign  to  the  savings 
bank  idea  and  is  not  in  vogue  to-day  anywhere  unless  it  be 


•Lewin's  History  of  Savings  Banks  in  England  and  Ireland,  p.  32. 
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in  Germany,  where,  in  municipal  banks,  depositors  obligate 
themselves  to  deposit  weekly,  and  if  they  fail  to  do  so,  the 
bank  reserves  the  right  to  close  out  the  account.  The  second 
objectionable  feature  was  the  fact  that  every  depositor's 
record  was  investigated  before  he  was  permitted  to  deposit. 
His  age,  family  affairs,  moral  conduct,  etc.,  were  looked  into 
and  if  the  report  was  favorable  he  was  allowed  to  "join  the 
bank,"  and  the  rate  of  interest  to  be  allowed  him  was  decided 
upon! 

The  only  modern  instance  of  this  idea  is  found  in 
the  Raiffeisen  banks  of  Germany,  wherein  character  forms 
the  basis  of  membership;  but  this  test  is  largely  due  to  the 
fact  that  members  are  permitted  to  borrow,  and  character 
there,  as  everywhere,  forms  the  groundwork  of  credit. 

Depositors  of  three  years'  standing,  having  £5  to  their 
credit  were  paid  five  per  cent.,  provided  they  wanted  to  get 
married,  while  the  others  received  but  four  per  cent.  After 
a  depositor  became  incapacitated  for  labor,  a  weekly  allow- 
ance was  made  out  of  his  own  savings  at  the  option  of  the 
court  of  directors! 

The  auxiliary  fund  contributed  by  the  honorary  and  ex- 
traordinary members  was  used  to  provide  premiums  for  those 
being  the  most  regular  in  their  deposits,  especially  for  those 
"who  should  have  exhibited  proofs  of  superior  industry  or 
virtue." 

The  idea  of  making  the  savings  bank  a  self  sustaining 
institution,  as  embodied  in  the  Ruthwell  bank,  was  widely 
adopted,  and  such  banks  sprang  up  in  various  parts  of  Eng- 
land, Ireland  and  Scotland;  it  being  estimated  that  there 
were  over  two  hundred  such  banks  when  the  movement 
spread  to  this  country  in  1816. 

Savings  bank  historians  are  agreed  that  Dr.  Duncan  did 
more  than  any  one  man  to  reduce  the  plan  of  a  savings  bank 
to  a  practical  working  basis.  It  is  true  he  did  not  conceive 
the  idea,  but  he  worked  it  out,  made  it '  practical,  and 
adapted  it  to  the  existing  conditions.  He  is,  therefore,  in  a 
sense,  the  founder  of  the  present  savings  bank  movement, 
since  his  was  the  first  self-sustaining  bank,  operated  on  a 
plan  adaptable  to  the  whole  country.  In  honor  of  Dr. 
Duncan,  who  died  in  1846,  a  "savings  bank  house"  was 
erected  to  his  memory  at  Dumfries.  If,  as  Emerson  says, 
"Every  great  institution  is  the  lengthened  shadow  of  a  man," 
the  savings  bank  must  therefore  be  the  lengthened  shadow 
of  Henrv  Duncan. 
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Improving  the  Plan. 

The  rules  of  Dr.  Duncan's  bank  were  brought  to  the 
attention  of  the  "Edinburgh  Society  for  the  Suppression  of 
Mendicity,"  which  resulted  in  the  formation  of  the  Edin- 
burgh  Savings  Bank  in  1814.  The  Edinburgh  bank  was 
modeled  somewhat  after  the  Ruthwell  bank.  In  fact  it 
improved  upon  Duncan's  plan  and  operated  with  less  "red 
tape."  It  also  was  open  but  one  hour  a  week,  but  required 
no  investigation  prior  to  opening  an  account,  and  deposits 
and  drafts  could  be  made  at  will,  but  not  less  than  one 
shilling  could  be  deposited.  All  depositors  were  paid  the 
same  rate  of  interest.  It  is  in  this  bank  that  we  find  the 
first  of  the  savings  bank  methods  to  be  universally  adopted 
and  steadily  adhered  to  until  this  day — i.  e.j  the  pass  book. 
It  was  at  first  a  duplicate  page  of  the  deposit  record,  but 
later  took  the  form  of  a  pass  book.  The  expense  of  con- 
ducting these  banks  was  kept  at  a  minimum,  and  in  many 
cases  there  was  no  rent,  salaries,  or  other  expenses  save  that 
of  stationery.  This  was  true  also,  in  a  measure,  of  many  of 
our  well-known  savings  banks  of  to-day.  The  trustees,  at  the 
beginning,  acted  as  executive  officers  for  an  hour  or  two  each 
week  until  the  business  warranted  the  employment  of  a 
salaried  man,  and  even  then  the  compensation  was  extremely 
modest.  In  fact,  the  expenses  of  the  savings  banks  to-day 
are  kept  at  a  reasonable  figure,  it  being  not  uncommon  to 
find  a  three-million-dollar  bank  conducted  for  less  than 
$10,000  a  year.  Economy  has  ever  been  the  watchword, 
there  being,  of  course,  exceptions  to  this  as  to  all  rules. 

The  Provident  Institution  for  Savings  of  Bath  (1815) 
invested  its  deposits  in  public  funds — another  of  the  perma- 
nent features,  but  varied  its  interest  according  to  the  price 
of  the  funds  on  the  day  when  the  investment  was  made  for 
the  depositor. 

The  Provident  Institution  of  Southampton  (1815)  re- 
quired notice  of  withdrawal — one  of  the  safeguards  now 
quite  universaUy  provided  for  by  law.  The  originator  of  this 
bank  was  also  a  clergyman,  and  agents  (usually  clergymen) 
in  neighboring  parishes  were  authorized  to  receive  money 
on  account  of  the  bank,  but  the  institution  assumed  no 
responsibility  until  the  funds  were  received  by  it.  The 
Exeter  Savings  Bank  (1816)  had  sixty  branches,  of  which 
the  only  example  to-day  in  this  countrj''  is  the  Massachu- 
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setts  law  which  permits  essentially  the  same  thing.  A  most 
peculiar  feature,  and  one  which  many  people  still  seem  to 
think  is  operative  to-day,  is  found  in  a  little  bank  in  Ireland, 
called  the  "Parochial  Bank,"  at  Stillorgan  (1815).  This 
bank  was  founded  by  the  parish  priest,  who  kept  each  de- 
positor's money  by  itself,  showing  the  same  upon  request, 
and  pennitting  the  depositor  to  count  it  over  and  add  to 
or  subtract  from  it  at  will.  The  preacher  evidently  followed 
the  parable  in  the  Good  Book  and,  instead  of  adding  to  his 
ten  talents,  "wrapped  them  in  a  napkin  and  buried  them." 

Early  Problems. 

Two  other  features  remain  to  be  mentioned  in  this  con- 
nection, namely,  first,  the  safety  of  principal.  In  the  debates 
which  followed  the  introduction  of  the  first  savings  bank  bill 
in  Parliament  in  1817  and  various  times  thereafter,  the  para- 
mount question  was,  how  to  invest  the  deposits  of  these 
banks  so  that  absolute  security  would  be  afforded  as  to  the 
principal.  Mortgage  loans  were  discarded  as  risky,  and 
Government  securities,  only,  were  allowed.  Safety  has  been 
the  underlying  principle  of  savings  banks  ever  since,  and 
they  have  departed  therefrom  at  their  peril.  The  recent 
discussion  in  New  York  regarding  the  interest  rate  and  the 
surplus  has  had  to  do  solely  with  this  question — ^the  safety 
of  the  principal. 

The  second  problem  came  as  a  result  of  the  success  of  the 
savings  bank  movement.  Abroad,  as  in  this  country,  the 
wealthy  classes  soon  "discovered"  these  banks.  One  man 
known  to  be  worth  £40,000  was  charged  with  having  large 
deposits  in  savings  banks  in  the  names  of  his  children.  The 
savings  bank  rate  being  better  than  current  rates  obtainable 
in  other  lines,  the  banks  were  deluged  with  deposits  from  the 
well-to-do,  resulting  in  a  measure  restricting  the  amount  that 
could  be  deposited  in  any  one  year.  Some  banks  voluntarily 
limited  their  facilities  to  all  but  mechanics,  servants  and 
others  of  small  means,*  while  many  were  open  to  all.  Even 
this  regulation  proved  ineffective,  for  the  people  soon  dis- 
covered the  trick  of  opening  fictitious  trust  accounts^  one 
man  having  seventeen  books  in  this  manner.     The  law  of 

••ITie  Bowery  Savings  Bank  at  one  time  in  its  early  history  was  so  troubled 
with  undesirable  deposiU  that  they  passed  a  resolution  not  to  take  any  money 
except  from  "widows,  orphans,  single  women  and  minors" — ^a  rule  they  could 
not  long  enforce. 
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1844  provided  that  the  relationship  between  the  parties  be 
stated,  and  that  no  funds  should  be  paid  unless  the  receipt 
was  signed  by  all  the  parties  to  the  account.  This  was  to  be 
made  retroactive,  and  caused  great  consternation;  but  was 
finally  made  to  apply  to  future  accounts  only.  The  experi- 
ences of  the  banks  in  this  country  have  been  along  similar 
lines,  and  when  the  savings  bank  rate  proves  more  attractive 
than  other  investments,  the  wealthier  classes  are  to  be 
found  using  the  banks  in  preference  to  making  private  in- 
vestments. For  instance,  along  about  1895 — 1900,  when 
four  per  cent,  could  be  obtained  in  some  banks,  while  the  rate 
on  high-grade  bonds  was  in  the  neighborhood  of  three  and 
one-half  per  cent.,  the  large  depositor  was  quick  to  avail 
himself  of  the  "limit  account."  So  noticeable  has  this  be- 
come that  many  banks  now  do  as  the  early  English  banks 
were  forced  to  do — ^Umit  the  amount  that  may  be  deposited 
within  a  certain  period;  as,  for  example,  one  large  bank  in 
New  York  restricts  the  amount  to  $500  in  any  period  of  six 
months,  upon  the  theory  that  any  sum  beyond  a  hundred 
dollars  a  month  cannot  be  ''savings/*  and  therefore  does  not 
properly  belong  in  the  savings  bank.  In  a  large  measure 
they  are  right.  The  Englishman  found  the  speculative  ac- 
counts undesirable ;  the  American  has  come  to  the  same  con- 
clusion. A  perusal  of  the  savings  bank  cases  in  the  New 
York  courts  wiU  demonstrate  that  we,  too,  have  had  the  trust 
account  problem  with  us;  and  it  is  not  solved  yet.  The  Eng- 
lishman's problems  have  been  handed  down  to  us.* 


*Mach  of  the  historical  matter  in  this  chapter  appeared  in  the  Banldng 
I^w  Journal,  January-March,  1911,  under  the  title  ^'Savings  Bank  Systems  of 
the  World.- 


CHAPTER  II 

THE    SAVINGS    BANK    MOVEMENT    IN    THE 

UNITED    STATES 

The  savings  bank  movement  in  England  was  a  success. 
The  fact  that  gross  and  inexcusable  frauds*  crept  in  and 
cast  discredit  upon  the  system  and  entailed  severe  losses  upon 
depositors  did  not  prove  that  the  idea  was  wrong — ^it  proved 
rather  that  there  were  weaknesses  in  the  methods  by  which 
the  idea  was  carried  out.  The  banks  met  a  popular  need, 
and  served  their  purposes  admirably,  and  in  spite  of  criticism 
(in  many  cases  justified)  and  "being  damned  with  faint 
praise,"  the  movement  was  bound  to  spread.  It  did  spread 
throughout  England,  Ireland  and  Scotland,  and  finally 
crossed  the  Atlantic.  This  was  but  the  logical  result  of  the 
close  relationship  existing  between  England  and  the  United 
States. 

The  conditions  that  obtained  at  the  close  of  the  French 
Revolution  in  Europe  were  in  a  measure  to  be  found  in  this 
country  at  the  close  of  the  American  Revolution.  The 
country  was  drained  of  its  available  resources;  the  people 
were  poor,  and  their  riches  lay  solely  in  the  undeveloped  re- 
sources of  a  new  country.  It  would  not  seem  to  be  a  pro- 
pitious time  for  the  establishment  of  a  savings  bank.  The 
development  of  the  country  readily  absorbed  what  little  cap- 
ital the  people  had,  and  while  rainy  days  were  to  be  expected, 
little  or  no  provision  could  be  made  for  them.  The  perplex- 
ing problem  of  poverty  was  unsolved,  and  although  the  call 
for  some  remedy  was  urgent  the  attempts  to  better  condi- 
tions were  in  the  main  futile. 

Early  Attempts  to  Better  Conditions. 

In  the  attempts  to  improve  the  condition  of  the  people, 
not  only  were  "dense  gropings  in  the  dark"  the  order  of  the 
day,  but  even  natural  laws  were  sought  to  be  set  aside  by 


*See  Chapter  on  Frauds  in  Lewin's  Histon*. 
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legislative  enactment.  Of  such  nature  was  an  act  "to  regu- 
late the  wages  of  mechanics"  in  New  York  in  1778,  which 
collapsed  of  its  own  weight.  An  act  in  1779  to  afford  "gen- 
eral relief"  to  the  poor,  and  another  in  1780  to  limit  prices 
serves  to  indicate  the  lengths  to  which  well-minded  people 
went  in  order  to  solve  the  economic  problems  of  the  time. 

Sick  and  aid  societies  were  organized,  educational  insti- 
tutions promoted,  and  even  lotteries  were  legalized  as  a 
means  of  improving  the  condition  of  the  poor.  Tammany 
Hall,  now  famous  as  a  political  organization,  was  first 
instituted  in  1805  as  a  society  to  "afford  relief  to  the  indigent 
and  distressed  members  of  the  association,  their  widows  and 
others'' — an  object  which  they  seem  to  have  accomplished. 
Keyes,  the  historian,  gives  a  Jist  of  forty  institutions  organ- 
ized in  New  York  about  this  time,  all  seeking  to  ameliorate 
the  prevailing  poverty. 

The  Movement  Spreads  to  the  United  States. 

Just  how  and  when,  and  in  what  boat  the  savings  bank 
idea  came  across  the  Atlantic  is  uncertain.  It  is  conceded 
that  Patrick  Colquhoun,  a  local  magistrate  of  London,  wrote 
Thomas  Eddy  of  New  York,  in  April,  1816,  sending  under 
separate  cover,  the  plan  of  a  savings  bank  then  being  formed 
in  London.  Mr.  Colquhoun  is  also  mentioned  for  honors  in 
introducing  the  first  comprehensive  scheme  for  a  national 
savings  bank  in  Parliament  in  1806.  A  similar  pamphlet 
also  fell  into  the  hands  of  Hon.  James  Savage  of  Boston  in 
1816,  and  the  first  public  announcement  of  a  savings  bank 
in  this  country  appeared  in  the  Christian  Disciple,  a  small 
religious  paper,  in  December,  1816.  This  article  states  that 
a  meeting  has  been  called  to  consider  plans  and  to  make 
application  to  the  Legislature,  then  in  session,  for  a  savings 
bank;  that  similar  institutions  exist  in  England  and  Scot- 
land, and  one  such  is  proposed  for  Philadelphia.  The  plans 
of  the  Boston  bank  must  have  been  well  matured  at  this  time, 
for  the  "Provident  Institution  for  Savings  in  the  Town  of 
Boston"  was  chartered  on  December  13,  1816.  "This,"  says 
Keyes,  "was  the  first  pvhlic  act  of  legislation  in  the  world 
which  recognized  the  beneficent  character  of  savings  banks 
and  invested  them  with  the  sanction  and  protection  of  the 
law."     The  population  of  Boston  at'  this  time  was  about 
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85,000,  and  in  five  years  the  deposits  of  the  bank  were 
$600,000,  the  surplus  $6,200  and  the  interest  one  per  cent, 
quarterly. 

New  York. 

New  York  did  not  have  such  an  easy  time  as  Boston. 
The  Evening  Post  of  December  2,  1816,  gives  an  account  of 
a  meeting  held  on  November  29,  1816,  at  the  City  Hotel,  to 
organize  a  savings  bank,  in  which  Mr.  Eddy  prominently 
figures,  and  which,  no  doubt,  was  inspired  by  the  aforesaid 
pamphlet.  DeWitt  Clinton  was  one  of  the  directors, 
and  Thomas  Eddy,  Jr.,  was  appointed  cashier.  No  other 
notice  of  a  meeting  appears  imtil  April  5,  1819.  By  this 
time  the  Boston  bank  had  become  of  considerable  size.  In  a 
letter  to  Mr.  Colquhoun,  as  of  April  9,  1817,  Mr.  Eddy 
states  that  he  has  proposed  such  a  scheme  to  several  of  his 
friends,  and  the  matter  is  before  the  Legislature.  The  Leg- 
islative conmiittee  was  not  convinced  that  a  savings  bank  in 
this  country  would  do  all  the  good  claimed  for  it ;  hedged  on 
the  question  of  expense,  and  suggested  that  a  savings  depart- 
ment (to  use  a  modem  term)  be  opened  in  the  then-existing 
banks,  and  a  clerk  paid  a  little  extra  to  rim  it.  The  bill  did 
not  get  through,  largely  on  account  of  the  fact  that  it  was  a 
bank  that  wanted  a  charter,  and  banks  were  not  particularly 
in  favor  with  the  makers  of  laws  at  that  time.  Had  it  been 
a  "society"  or  an  "institution"  (this  accounts  for  the  use  of 
this  term  in  many  bank  titles  to-day)  or  a  "company"  it 
might  have  had  a  chance;  but  a  "bank  bill"  meant  a  fight. 

At  a  meeting  of  philanthropically  inclined  people  in  New 
York,  held  December  16,  1817,  to  discuss  measures  to  allevi- 
ate the  prevailing  poverty,  it  was  proposed,  as  a  remedy,  to 
establish  a  savings  bank,  "such  associations  being  already  in 
operation  in  Europe,  Boston,  Philadelphia  and  Baltimore." 
Soon  after  this  report  was  printed,  at  a  meeting  held  at  a 
private  house  in  William  Street,  a  motion  was  made  by  Mr. 
John  Griscom  (who  made  a  like  motion  November  29,  1816) 
that  a  savings  bank  be  organized,  which  was  soon  afterwards 
done  at  a  meeting  held  in  Chambers  Street,  and  the  Bank  for 
Savings  was  formed,  but  not  chartered.  Thomas  Eddy  was 
present  at  the  meeting  in  William  Street,  and  probably  also 
at  the  one  in  Chambers  Street.    DeWitt  Clinton,  who  was 
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elected  governor  in  1817  and  who  was  present  at  the  first 
meeting,  in  his  first  message  considered  savings  banks  among 
the  institutions  **highly  deserving  the  public  patronage." 

On  Fridav,  March  26,  1819,  after  manv  vicissitudes,  and 
having  been  able  to  convince  the  hostile  legislators  that  such 
a  bank  could  do  no  harm  and  might  do  some  good,  the  bill 
was  passed  and  the  Bank  for  Savings  became  a  corporation, 
as  Governor  Clinton  put  it  in  his  next  message,  "to  cherish 
meritorious  industr}%  to  encourage  frugality  and  retrench- 
ment, and  to  promote  the  welfare  of  families,  the  cause  of 
morality,  and  the  good  order  of  society." 

The  Albany  Savings  Bank  soon  followed  the  Bank  for 
Savings,  in  1820. 

Philadelphia. 

It  is  remarkable  that  while  savings  banks  in  the  United 
States  had  their  first  practical  test  in  Pennsylvania,  in  the 
form  of  voluntary  associations,  they  have  never  had  the 
growth  either  in  numbers  or  resources  that  has  attended  the 
introduction  of  savings  banks  in  other  Eastern  States.  The 
need  for  such  a  depository,  or,  rather,  thrift  agency  in  the 
Keystone  State,  is  met  by  1,832  building  and  loan  asso- 
ciations with  assets  of  $276,393,310.99.  Pennsylvania  may 
in  fact  be  said  to  be  the  home  of  these  institutions  which 
have  been  exceedingly  popular.  In  November,  1916,  there 
were  but  eleven  savings  banks  in  the  State,  with  deposits  of 
$239,804,866.13. 

On  or  about  the  20th  of  November,  1816,  Mr.  Condy 
Raguet,  having  noticed  in  the  recently  received  English 
journals  an  account  of  the  establishment  of  savings  banks  in 
that  country,  and  meeting  on  the  same  day,  when  on  his  way 
to  his  office,  JNIr.  Richard  Peters,  Jr.,  at  the  southeast 
comer  of  Fourth  and  Chestnut  Streets,  introduced  to  liim 
the  subject  of  the  expediency  of  establishing  a  similar  insti- 
tution in  Pliiladelphia.  They  subsequently,  on  the  same  day, 
met  Mr.  Clement  C.  Biddle  and  jNIr.  Thomas  Hale,  and  these 
gentlemen,  at  the  office  of  Mr.  Biddle,  discussed  and  agreed 
upon  the  propriety  of  establishing  a  savings  bank  in  this 
city.  It  w^as  decided  to  call  a  meeting  of  a  few  prominent 
citizens  on  the  following  Monday  to  consider  and  at  once  to 
act  upon  the  suggestion  of  Mr.  Raguet. 

Accordingly,   on   Monday,   November  25,   five  of   the 
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twelve  gentlemen  who  had  now  agreed  to  unite  for  the  pur- 
pose of  estabUshing  a  society  after  the  plan  of  the  savings 
banks  of  Great  Britain — ^namely,  Condy  Raguet,  Thomas 
Hale»  John  Strawbridge,  John  C.  Stoeker,  and  John 
McCrea — ^met  at  the  office  of  the  Pennsylvania  Life  Insur- 
ance Company  in  South  Second  Street,  of  which  company 
Mr.  Raguet  was  the  president,  when  it  was  determined  by 
these  gentlemen  to  estabUsh  a  society  under  the  direction  of 
twelve  managers,  afterwards  increased  to  twenty-five,  for 
the  purpose  of  receiving  and  investing  small  deposits.  At 
this  meeting  Mr.  Raguet  submitted  the  plan  of  such  an  asso- 
ciation, with  some  EngUsh  and  American  pubUcations  ex- 
planatory of  the  objects  and  principles  of  sayings  banks. 
This  plan,  after  some  discussion,  was  amended,  and  at  an 
adjourned  meeting  adopted  and  constituted  the  "Articles  of 
Association"  under  which  "The  Philadelphia  Saving  Fund 
Society"  was  organized.  Andrew  Bayard,  Esq.,  at  the  same 
meeting  was  unanimously  elected  the  president  of  the  society. 

The  plan  of  the  association  having  been  acted  upon,  the 
necessary  officers  elected,  committees  appointed  to  con- 
duct the  business  of  the  association,  by-laws  adopted, 
and  the  contingent  expenses  provided  for  by  the  voluntary 
contributions  of  the  managers,  the  business  of  the  association 
was  commenced  and  continued  up  to  the  31st  of  March, 
1819. 

On  the  25th  of  February,  1819,  an  act  of  the  Legislature 
incorporating  "The  Philadelphia  Saving  Fund  Society"  was 
approved  by  the  Governor  of  this  Commonwealth,  and  ac- 
cordingly the  trustees  under  the  articles  of  the  association — 
namely,  William  Jones,  the  president,  and  Jonathan  Smith, 
the  cashier  of  the  United  States  Bank — transferred  all  the 
assets  to  the  incorporated  society. 

On  Mondav,  December  2,  1816,  the  office  of  the  societv 
was  first  opened  for  the  transaction  of  business  on  the  west 
side  of  Sixth  Street,  nearly  opposite  Minor  Street,  next  door 
to  Rubicam's  well-known  tavern.* 

At  this  time  savings  banks  were  also  voluntary  associa- 
tions in  England,  none  having  been  incorporated  in  either 
countrv%  and  it  is  but  natural  that  the  first  bank  here  should 
take  on  the  same  character  as  the  banks  over  there.  No 
restrictions  were  placed  upon  the  managers,  as  to  invest- 


♦Sketch  of  the  origin  of  Philadelphia  Saving  Fund  Society. 
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ments,  and  to  this  day  the  laws  of  Pennsylvania  are  not  strict 
or  explicit  in  this  regard,  as  strictness  and  explicitness  is 
understood  in  New  York. 

In  this  bank  each  corporator  contributed  ten  dollars 
toward  a  fund  of  $250,  with  which  to  defray  expenses,  a  sum 
hardly  large  enough  to  carry  one  of  our  newer  savings  banks 
a  month.  The  managers  took  turns  here  as  in  many  other 
early  savings  banks  in  performing  the  clerical  labor,  since 
the  fund  was  not  large  enough  to  employ  any  clerks.  At  a 
meeting  of  the  savings  bank  men  of  New  York  Chapter, 
A.  I.  B.,  February  14,  1911,  Mr.  Andrew  Mills,  president 
of  the  Dry  Dock  Savings  Bank,  told  of  finding  an  old  charge 
on  profit  and  loss  account  of  ten  dollars  for  a  brass  medal 
which  one  of  the  trustees  had  taken  in  for  a  ten-dollar  gold 
piece. 

Baltimore. 

Incited,  no  doubt,  by  the  examples  of  Philadelphia,  New 
York  and  JBoston,  Baltimore  philanthropists  met  on  January 
1,  1818,  to  organize  the  "Savings  Bank  of  Baltimore,"  for 
the  avowed  purpose  of  "receiving  deposits  of  such  small  simis 
of  money  as  are  the  profits  of  industry  and  economy,  and  in- 
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vesting  the  same  in  public  stocks,  or  such  other  safe  securi- 
ties as  may  from  time  to  time  be  deemed  expedient."  The 
first  deposit  was  received  March  16,  1818,  and  for  some  time 
the  office  was  open  but  a  few  hours  on  one  day  in  the  week 
(as  was  the  case  with  many  if  not  all  the  early  banks),  and 
except  the  services  of  a  secretary  at  a  small  salary,  the  work 
of  receiving  and  paying  money  was  performed  by  the 
"monthly  attending  committee."  Provision  is  still  made  for 
this  attending  committee  in  many  banks,  but  the  duties  are 
now  perfunctory  only.  The  Baltimore  bank  was  so  suc- 
cessful that  it  was  chartered  in  December,  1818,  being  the 
second  of  its  kind  to  be  chartered  in  America  and  the  third 
to  open  its  doors. 

For  chronological  purposes  the  following  from  Paine's 
Banking  Laws,  page  56,  will  smnmarize  the  introduction  of 
savings  banks  in  this  country: 

(1)  Philadelphia  Saving  Fund  Society,  organized  in 
1816  as  a  voluntary  association.  Began  to  receive  deposits 
December  2,  1816.    Chartered  February  25,  1819. 

(2)  The  Provident  Institution  for  Savings  in  the  Town 
of  Boston,  incorporated  December  13,  1816. 

(3)  The  Savings  Bank  of  Baltimore,  incorporated  De- 
cember, 1818.    First  deposit  March  16,  1818. 

(4)  Bank  for  Savings,  New  York  (first  conceived  in 
1816),  chartered  March  26,  1819.  First  deposit  July  3, 
1819. 

New  York  was,  therefore,  the  first  to  institute  the  move- 
ment; Philadelphia  the  first  to  put  it  into  practice;  Boston 
the  first  to  legalize  savings  banks. 


CHAPTER  III 

THE  NATURE  AND  FUNCTIONS  OF  SAVINGS 

BANKS 

In  order  to  demonstrate  how  superficial  is  the  knowledge 
of  the  average  man  in  matters  which  should  be  perfectly 
familiar  to  him,  and  also  to  show  the  difficulty  of  framing  a 
good  definition  of  some  of  the  ordinary  things  of  life,  a 
lawyer  put  the  question.  What  is  a  bank?  to  a  body  of  about 
four  hundred  bank  men.  "A  place  to  deposit  money,"  was 
the  quick  response.  "But  so  is  an  old  shoe  or  a  tin  box," 
said  the  speaker,  "and  neither  of  these  are  banks." 

Doubtless  the  same  condition  would  be  found  to  exist 
if  the  test  were  put  to  a  body  of  savings  bank  men ;  therefore, 
before  proceeding  to  treat  the  savings  bank  in  its  broader 
aspects,  as  a  corporation  receiving  money  on  deposit  and  for 
investment,  keeping  books,  making  contracts,  and  figuring 
interest,  let  us  look  into  the  institution  itself  and  get  a  com- 
prehensive idea  of  what  it  does  before  attempting  to  show 
how  it  does  it.  We  can  have  no  better  starting  point  than  our 
lawyer  friend's  simple  question,  What  is  a  savings  bank? 

What  Is  a  Savings  Bank? 

The  legal  mind  is  generally  careful  about  its  definitions, 
and  it  will  be  time  well  spent  to  inquire  what  the  courts 
have  said  about  savings  banks;  and  most  of  all,  how  they 
define  them.  In  the  case  of  People  vs.  Binghamton  Trust 
Company,*  the  court  defined  a  savings  bank  as  "a  char- 
itable institution,  the  sole  corporate  purpose  of  which  is 
to  securely  protect  money  deposited  up  to  a  certain  fixed 
amount  by  individuals,  and,  by  investing  it  in  such  limited 
and  prudent  ways  as  the  legislature  has  prescribed,  to  secure 
safe  and  moderate  return  by  way  of  interest  upon  the  moneys 
held."    In  the  case  of  Hun  vs.  Car}%  a  leading  New  York 


New  York  Savings  Bank  Cases,  p.  15. 


£2       THE  SAVINGS  BANK  AND  ITS  PBACTICAL  WORK 

case,  the  court  said:  "Savings  banks  are  not  organized  as 
business  enterprises.  They  have  no  stockholders,  and  are  not 
jto  engage  in  speculation,  or  money-making  in  a  business 
sense.  They  are  simply  to  take  the  deposits,  usually  small, 
which  are  offered,  aggregate  them  and  keep  and  invest  them 
safely,  paying  such  interest  to  the  depositors  as  is  thus  made, 
after  deducting  expenses  and  paying  the  principal  on  de- 
mand. It  is  not  legitimate  for  the  trustees  of  such  a  bank  to 
seek  depositors  at  the  expense  of  present  depositors.  It  is 
their  business  to  take  deposits  when  offered/'* 

The  Supreme  Court  of  the  United  States  has  said:  "It 
(the  savings  bank)  is  not  a  commercial  partnership,  nor  is  it 
an  artificial  being,  the  members  of  which  have  a  beneficial 
interest  in  it.  Nor  is  it  strictly  eleemosynary.  Its  purpose 
is  rather  to  furnish  a  safe  depository  for  the  money  of  those 
members  of  the  community  disposed  to  trust  their  property 
to  its  keeping.  *  *  *  Its  purpose  is  a  public  advantage, 
without  any  interest  in  its  members/' 

Is  THE  Savings  Bank  a  Charity  or  a  Philanthropy? 

Continuing  the  same  thought,  Paine's  Banking  Laws 
(N.  Y.)  says:  "It  may  not  be  considered  out  of  place  to 
state  that  under  no  proper  construction  of  our  statutes  are 
the  savings  banks  of  this  State  (New  York)  charitable  in- 
stitutions ;  and  the  frequent  designation  of  them  as  such  has 
become  odious.  As  constituted  and  regulated  by  law,  they 
are,  strictly  speaking,  benevolent  institutions,  and  while  the 
two  terms  are,  to  a  certain  extent,  synonymous,  they  have  a 
widely  different  significance  when  applied  to  our  savings 
banks. 

"He  who  has  more  than  his  necessities  compel  him  to 
expend  for  the  support  of  himself  or  family  and  has  a 
remainder  to  loan  or  save,  though  trifling  in  amount,  is  in  no 
sense  an  object  for  charity. 

"A  natural  person  who  is  liberal  in  his  benefactions  to 
the  poor,  thus  relieving  them  in  distress,  and  an  artificial 
entity  which  relieves  the  needy  by  the  giving  of  alms,  are 
properly  termed  charitable,  while  he  who  has  a  disposition 
to  do  good,  who  possesses  a  love  for  mankind  and  a  desire 
to  promote  their  prosperity  and  happiness,  and  a  corporation 


•Xew  York  Savings  Bank  Cases,  p.  2. 
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based  upon  such  disposition  and  desire,  are  accurately  termed 
benevolent. 

"While  the  motives  which  primarily  brought  about  the 
estabUshment  of  *banks  for  savings  of  the  poor'  or  to  receive 
'surplus  earnings  of  domestic  serv^ants,'  were  in  the  begin* 
ning  wholly  philanthropic,  yet  the  whole  character  of 
the  institutions  which  followed  these  so-called  banks  has 
changed.  The  use  of  an  expression  which  savors,  however 
remotely,  of  the  giving  of  alms  must  needs  be  peculiarly 
offensive  to  the  thousands  of  our  citizens  whose  self-denial 
is  represented  by  the  deposits  of  over  a  billion  (now  two) 
dollars  held  in  the  savings  banks  of  this  State." 

The  courts  usually  look  upon  savings  banks  in  the  light 
of  investment  institutions  rather  than  banks,  as  we  ordinarily 
understand  the  latter  term.  By  an  investment  institution  is 
meant  "an  organization  which  combines  the  savings  of  its 
members  for  investment  on  their  account." 

Thus,  in  the  case  of  People  vs.  Ulster  County  Savings 
Institution,*  the  court  said: 

''Savings  banks  are  quite  unlike  ordinary  banks.  Com- 
monly banks  are  business  corporations,  have  stock  and  stock- 
holders and  paid  officers,  and  conduct  their  affairs  with  a 
view  to  profit.  Their  relation  to  their  depositors  is  in  no 
sense  one  of  trust.  They  receive  deposits  to  be  paid  upon 
the  check  or  draft  of  the  depositors  without  interest  or  addi- 
tion. Their  profits,  if  any,  are  distributed  among  their  stock- 
holders, and  the  losses  fall  upon  them,  and  their  property  is 
subject  to  sequestration  at  the  suit  of  any  creditor. 

"A  savings  bank  is  an  institution  of  quite  a  different 
character.  Its  relation  to  its  depositors  is  in  a  large  sense 
one  of  tru^t  and  confidence.  It  has  no  stock  and  stockhold- 
ers. Its  depositors  are  not  entitled  to  draw  checks  against  it. 
It  does  not  receive  deposits  to  be  paid  upon  demand  simply, 
but  for  investment  in  securities  taken  for  the  benefit  of  the 
depositors.  Its  assets  are  held  for  distribution  among  de- 
positors ratably,  and  its  losses  fall  in  like  manner  upon  its 
depositors.''^ 

The  chief  business  of  a  savings  bank  is  to  receive  de- 
posits, invest  them  in  certain  classes  of  securities  specified 
in  the  statute,  and  pay  to  the  depositors  the  amount  due 


•New  York  Savings  Bank  Cases,  p.  9. 

tFor  further  treatment  of  this  subject  see  "Insolvency. 
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them  either  in  whole  or  in  part,  as  they  may  from  time  to 
time  demand.  It  has  no  authority  to  do  a  general  banking 
business,  not  even  to  engage  in  the  business  of  discounting 
bank  paper.*  The  principal  features  of  a  savings  bank  are 
that  they  offer  safe  security  with  small  interest  with  no 
profit  to  the  manageis,  as  contradistinguished  from  a  larger 
rate  of  interest  and  less  security,  t 

Whether  a  bank  is  a  savings  bank  or  not  depends  not  so 
much  upon  its  name,  as  upon  its  functions.  An  institution 
that  does  a  business  similar  to  a  savings  bank  is  not  by  that 
token  a  savings  bank,  nor  does  the  acceptance  of  deposits  in 
the  same  manner  as  a  savings  bank  indicate  that  it  holds 
itself  out  as  a  savings  bank.  To  be  a  savings  bank  it  must 
first  be  regularly  incorporated  and  thereafter  do  a  regular 
savings  hank  business. 

In  proceedings  brought  by  the  Attorney-General  of 
New  York  to  recover  the  legal  penalties  for  violating  the 
banking  laws  of  New  York,  and  seeking  to  show  that  a  trust 
company,  by  accepting  savings  bank  deposits,  thereby  held 
itself  out  as  a  savings  bank  and  solicited  business  as  such,  it 
was  ruled  that  doing  business  similar  to  that  of  a  savings 
bank  and  in  a  similar  manner  did  not  of  itself  constitute  a 
violation  of  the  statute  forbidding  such  practices  in  defense 
of  savings  banks.  The  facts  were  as  follows:  The  Bing- 
hamton  Trust  Company  advertised  for  business.  They 
did  not  pretend  to  be  anything  but  a  trust  company,  and 
held  out  no  false  inducements,  but  rather  emphasized 
the  fact  that  they  were  a  trust  company,  and  thereby  a 
better  institution  in  which  to  deposit  money  than  a  sav- 
ings bank.  They  issued  passbooks  in  the  "interest  de- 
partment" very  much  like  the  regular  savings  bank  pass 
book.  These  books  contained  rules  and  regulations  stating 
the  hours  of  business,  the  fact  that  the  book  must  be  pre- 
sented at  time  of  deposit  or  withdrawal,  that  the  company 
reser\'ed  the  right  to  demand  notice  of  payment,  the  rates 
of  interest,  the  right  to  refuse  and  close  accounts,  the  rules 
relating  to  deposits  of  minors  and  procedure  in  cases  of  lost 
books,  and  that  the  acceptance  of  the  book  evidenced  com- 
pUance  with  the  by-laws  and  rules,  all  of  which  were  un- 
doubtedly borrowed  from  the  savings  banks.    Circulars  and 


*Bradee  vs.  Warren  Five  Cents  Savings  Bank,  1-21  Mass.  107. 
tBarret  vs.  Bloomfleld  Sav.  Inst.  64  N.  J.  Eq.  495. 
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other  advertisements  were  put  out  inviting  accounts,  and 
lajdng  special  stress  on  the  fact  that  trust  companies  had 
capital  stock,  while  savings  banks  had  none ;  that  this  was  an 
extra  guarantee,  etc. 

The  court,  in  deciding  in  favor  of  the  trust  company,  said: 
**I  do  not  think  that  savings  banks,  however  closely  in  the 
public  interest  they  should  be  guarded,  should  be  accorded 
monopoly  of  a  set  of  rules.  The  prohibition  is  that  an  in- 
stitution shall  not  soUcit  or  receive  deposits  as  a  savings 
bank,  and  not  as  a  savings  bank  solicits  or  receives  deposits/' 
( Italics  our  own. ) 

In  keeping  with  the  foregoing,  let  us  evolve  the  following 
definition  of  a  savings  bank:  ''A  savings  bank  is  a  mutual 
institution  conducted  without  profit  to  the  managers,  for  the 
purpose  of  receiving  on  deposit  and  for  safe  keeping  such 
sums  as  may  be  offered,  limited  by  the  law  of  the  State,  and 
investing  the  same  for  account  of  the  depositors  jointly  and  ^ 
severally  in  such  manner  as  shall  be  prescribed  by  law,  and 
paying  to  the  depositors  as  interest  all  the  earnings  of  the 
institution  except  the  amount  paid  for  expenses  and  such 
part  as  may  be  set  aside  and  held  in  reserve  as  a  guaranty 
fund  for  the  benefit  and  protection  of  all." 

Savings  Banks  in  Name  and  in  Fact. 

All  but  21  out  of  the  622  savings  banks  that  conform  to 
the  foregoing  definition  are  located  in  the  Eastern  and  New 
England  States.  Their  general  character  and  distribution 
will  be  found  in  the  chapter  on  "Savings  Banks  in  the 
United  States."  For  present  purposes,  we  are  interested 
more  particularly  in  ascertaining  what  is  and  what  is  not  a 
savings  bank;  for  to  conclude  that  every  bank  that  uses  the 
word  "savings"  in  its  title  is  an  investment  institution, 
whether  stock  or  mutual,  would  be  at  variance  with  the  facts. 

It  would  not  be  true  to  say  that  all  the  savings  banks  of 
the  country  are  in  this  limited  territory,  for  upwards  of  1,200 
stock  savings  banks  may  be  found  elsewhere,  many  of  which 
are  most  excellent  institutions,  ably  managed  and  sound ;  the 
only  difference  being  in  the  fact  that  they  have  capital  stock 
and  share  their  earnings  with  the  stockholders,  and  are  sav- 
ings banks  both  in  name  and  fact.  I  am  not  prepared  to 
admit  that  the  mutual  savings  bank  is  the  best  type,  even 
though   some  of  our  best  banks  are  mutual  institutiorJs. 
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Surely  a  well  managed  stock  bank,  with  the  capital  stock  as 
an  extra  guarantee  fund,  is  superior  to  a  mutual  bank  with 
little  or  no  surplus  fund,  and  equal,  at  least,  to  the  mutual 
concern  with  a  large  surplus.  In  other  words,  a  good  stock 
bank  is  better  than  a  poor  mutual. 

It  is  also  true  that  hundreds  of  banks  having  the  word 
"savings"  in  their  title  may  be  found  in  other  parts  of  the 
country,  which  are  commercial  banks  in  every  sense  of  the 
word.  Thus  in  Pennsylvania  there  are  a  large  number  of 
such  institutions;  and  in  order  that  the  pubUc  may  not  be 
misled,  the  bank  department  of  that  State  will  no  longer 
charter  such  institutions.  The  bank  that  accepts  checking 
accounts,  discounts  commercial  paper,  and  does  a  strictly 
commercial  business,  even  though  it  has  a  savings  depart- 
ment, is  not  a  savings  bank,  for  the  savings  department  is  but 
an  incidental  feature. 

We  cannot  correctly  judge  a  bank  unless  we  analyze  its 
business — its  name  may  be  a  misnomer.  In  the  Binghamton 
Trust  Company  case,  already  mentioned,  we  have  a  trust 
company  doing,  in  one  of  its  departments,  a  strictly  savings 
bank  business,  but  the  court  very  logically  held  that  doing 
business  as  a  savings  bank  does  business  is  somewhat  differ- 
ent from  doing  business  as  a  savings  bank.  Its  functions  by 
law  and  charter  were  those  of  a  trust  company,  and  receiving 
money  in  the  same  manner  as  a  savings  bank  would  receive 
money,  does  not  by  that  token  make  it  a  savings  bank  or 
guilty  of  holding  itself  out  as  such,  and  thereby  amenable  to 
the  law. 

We  can  distinguish  a  savings  bank  very  clearly  by  this 
"hall  mark": — If  it  receives  money  not  subject  to  check,  but 
payable  on  presentation  of  pass  book  and  due  notice,  which 
pass  book  by  its  terms  constitutes  the  contract  of  deposit, 
and  invests  the  funds  in  mortgage  loans  and  certain  legalized 
bonds,  collateral  and  personal  loans,  it  is  a  savings  bank; 
if,  on  the  other  hand,  it  discounts  commercial  paper,  handles 
checking  accounts,  loans  on  notes  of  hand — in  short,  does  a 
"commercial"  business,  it  is  not  a  savings  bank. 

The  solution  lies  not  so  much  in  where  the  monev  comes 
from,  or  in  what  amounts,  but  what  the  bank  does  with  it 
after  it  has  gone  through  the  receiving  teller's  window. 

Throughout  the  West  and  South  the  stock  savings  bank 
predominates;  and  no  doubt  this  form  of  savings  bank  is  best 
adapted  to  these  sections,  since  it  offers  the  "commercial 
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motive"  that  prompts  men  to  undertake  such  ventures  and 
provides  savings  facihties  where  otherwise  there  would  be 
none. 

In  fact,  some  States  do  not  provide  for  mutual  savings 
banks  at  all  (Kansas  has  no  savings  bank  laws  of  any  kind) , 
and  in  others,  as  Illinois,  for  instance,  banks  may  do  a  sav- 
ings, a  commercial  and  a  trust  company  business  imder  one 
charter,  and  in  the  multitude  of  activities  the  separate  identity 
of  each  is  lost  or  merged  in  the  others.  This  is  somewhat  in 
keeping  with  the  spirit  of  the  times;  for  as  we  expect  the 
great  stores  to  supply  all  our  wants  from  under  one  roof,  so, 
in  finance,  one  institution  is  able  to  do  for  a  man  anything 
he  wants  done.  In  Iowa  there  are  832  "savings  banks," 
banks  for  saving ^  for  the  most  part,  in  name  only. 

In  the  entire  South  there  is  but  a  handful  of  strictly  sav- 
ings banks,  either  stock  or  mutual. 

As  has  already  been  suggested,  the  fundamental  differ- 
ence between  the  stock  and  the  mutual  savings  bank  is  this: 
The  former  divides  its  earnings  between  depositors  and  stock- 
holders ;  the  latter  has  no  stockholders  and  holds  all  its  prop- 
erty for  the  benefit  of  the  depositors.  Thus  in  Colorado, 
savings  banks  must  have  at  least  $25,000  in  capital  stock,  and 
when  they  comply  with  the  law  in  all  other  respects,  they  are 
entitled  to  receive  deposits;  when  a  deposit  is  made,  the  de- 
positor does  not  thereby  become  entitled  to  all  the  accretions 
in  the  business  (here  note  the  distinction  between  the  stock 
and  mutual  type) ;  the  assets ^  the  property,  the  gain  and  the 
profits  are  not  his;  his  deposit  is  made  subject  to  the  right 
to  receive  such  interest  as  the  directors  may  agree  to  pay. 
Power  to  determine  what  they  will  pay  is  left  to  the  directors, 
and  the  balance  may  be  divided  among  the  stockholders  as 
the  resulting  profit  in  the  shape  of  dividends.* 

•Colorado   Savings   Bank  vs.   Evans.   12  Colo.    App.   334. 


CHAPTER  IV 

THE   THRIFT   HABIT 

The  philanthropy  that  does  not  instill  in  the  minds  of  its 
beneficiaries  a  wholesome  inspiration  toward  better  things  is 
no  philanthropy  at  all,  but  rather  a  charity;  and  charity 
unguided  or  misguided  is  apt  to  do  as  much  harm  as  good. 
It  is  conceded  that  to  alleviate  the  present  necessity  is  a 
commendable  work;  and  for  the  many  unfortunates  upon 
whom  fate  has  laid  a  heavy  hand,  that  is  about  all  that  can 
be  done.  But  to  "help  a  man  help  himself"  is  a  much  bet- 
ter work,  and  more  lasting  in  its  results. 

Charity  can  do  nothing  if  she  merely,  with  skirts  held 
high,  walk  once  a  week  through  the  street  with  note-book  in 
hand,  and  smoked  glasses  on  her  nose.  Though  she  open 
her  purse  and  scatter  alms  from  a  full  basket,  she  will  learn 
and  teach  nothing  helpful  unless  she  stop  long  enough  to  find 
out  what  is  the  life  of  the  people ;  what  are  their  daily  hopes 
and  fears,  their  genuine  short-comings,  and  their  real  human 
qualities.  Charity  will  be  made  to  give  all  that  she  offers, 
and  will  receive  nothing  in  return  but  a  "tangled  web  of 
deceit,"  if  she  content  herself  with  a  superficial  siurey  of  the 
street.  But  the  fatal  mistake  made  by  the  charity  that 
"means  well"  rather  than  "does  well"  is  not  that  it  learns  to 
distrust  human  nature,  but  by  treating  the  poor  as  irre- 
sponsible members  of  society,  it  teaches  them  to  be  improvi- 
dent, and  to  look  for  money  as  a  reward  of  their  thoughtless- 
ness. Such  indiscriminate  relief  prevents  the  development 
of  benefit  insurance  and  savings  agencies,  and  so  holds  the 
poor  man  down  instead  of  lifting  him  up.* 

But  how  can  the  poor  be  thrifty?  There  is  at  any  rate 
one  sort  of  thrift  which  is  in  the  power  of  the  very  poorest, 
and  which  is  to  refrain  from  waste.  If  I  wanted  to  train 
up  a  child  to  be  thrifty,  I  should  teach  him  to  abhor  waste. 
I  do  not  mean  the  waste  of  money.  That  cures  itself,  be- 
cause very  soon  there  is  no  money  to  waste.  But  I  mean 
waste  of  material,  waste  of  something  which  is  useful,  which 
may  not  represent  any  money  value  to  the  waster. 


•Development  of  ITirlft.  p.  10. 
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All  great  empires  have  been  thrifty.  Take  the  Roman 
Empire,  which  in  some  respects,  as  a  central  empire,  was 
the  greatest  in  history,  which  lay  like  an  iron  clamp  on  the 
face  of  the  world.  That  was  fomided  upon  thrift.  When  it 
ceased  to  be  thrifty  it  degenerated  and  came  to  an  end.  Take 
the  case  of  Prussia,  which  began  with  a  little  narrow  spit 
of  sand  in  the  north  of  Europe,  ''all  sting,"  as  someone  has 
said,  referring  to  its  shape  and  the  fact  that  all  its  inhabitants 
were  armed  men.  It  began  with  a  narrow  spit  of  sand.  It 
was  nurtured  by  the  thrift  of  Frederick  the  Great's  father, 
who  prepared  a  vast  treasure  and  a  vast  army  by  economy 
which  we  would  call  sordid ;  but  it  was  the  weapon  by  which 
the  greatness  of  Prussia  was  founded,  from  which  the  pres- 
ent German  Empire  has  arisen. 

Take  the  case  of  France.  In  my  humble  belief,  France 
is  in  reality  the  most  frugal  of  all  nations.  I  am  not  sure 
that  the  French  always  put  their  money  in  the  savings  banks, 
and  they  therefore  do  not  figure  so  well  in  the  proportion  of 
depositors  as  some  other  nations  may  do;  but  after  the  dis- 
astrous war  of  1870,  when  France  was  crushed,  for  a  time 
by  a  foreign  enemy,  and  by  a  money  imposition  which  it 
seemed  almost  impossible  that  any  nation  could  pay,  wh^t 
happened?  The  stockings  of  the  French  peasantry,  in  which 
they  had  kept  their  savings  of  years,  were  emptied  into  the 
chest  of  the  State,  and  that  huge  indemnity  and  that  war 
expense  was  paid  off  in  a  time  incredibly  short.  The  other 
two  nations  that  I  have  spoken  of  were  made  by  their  thrift ; 
and  France  was  saved  by  her  thrift. 

I  do  think  it  is  serious  for  those  who  have  the  governance 
of  our  affairs  to  remember  that  great  nations  and  great  em- 
pires only  live  so  long  as  they  are  thrifty;  that  the  moment 
they  begin  to  waste  or  disperse  their  resources  the  day  of 
their  end  is  at  hand.  That  is  a  fact  abundantly  proved  in 
history,  proved  up  to  the  hilt,  I  think,  by  two  of  the  examples 
I  have  given  you,  and  though  I  do  not  pretend  to  preach 
thrift  from  an  exalted  standpoint,  I  beg  those  who  are  here 
present  and  those  outside  these  walls  whom  my  words  may 
reach  to  remember  that  thrift  is  the  surest  and  strongest 
foundation  of  an  empire — so  sure,  so  strong,  and  so  neces- 
sary that  no  great  empire  can  long  exist  that  disregards  it.* 

*Lord  Rosebeiy  at  the  annual  meeting  of  the  Bdlnburgh  Savings  Bank,  De- 
CHanber  98,  1908. 
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What  Is  Thrift? 

But  before  proceeding  further,  let  us  get  a  clear  idea  of 
what  is  meant  by  thrift  and  the  thrift  habit.  Thrift  is  more 
than  prudence  J  which  is  merely  good  judgment  and  foresight 
in  the  practical  affairs  of  life.  It  is  more  than  economy j 
which  is  a  disposition  to  save — a  wise  and  careful  administra- 
tion of  the  means  at  one's  disposal; — the  practical  adjust- 
ment, organization,  or  administration  of  resources.  "Econ- 
omy," says  Ruskin,  "no  more  means  saving  money  than  it 
means  spending  money ;  it  means  administration  of  a  house ; 
its  stewardship ;  spencfing  or  saving,  whether  money  or  time, 
or  anything  else,  to  the  best  possible  advantage."* 

Thrift  is  more  than  frugality,  which  is  prudent  economy 
in  the  care  of  money  or  goods.  "Money,"  says  Gladden,  in 
Applied  Christianity,  "is  almost  always  a  curse  to  those  who 
have  not  won  it  by  their  own  industry  and  frugality.  Fru- 
gality is  the  withholding  of  expenditure ;  or  sparing  of  sup- 
plies or  provisions  to  a  noticeable  or  even  painful  degree. 
Parsimony  is  excessive  and  unreasonable  saving  for  the  sake 
of  saving.  Miserliness  denies  one's  self  and  others  the  com- 
forts and  even  necessities  of  life  for  the  mere  sake  of  hoard- 
ing. Prudence  and  providence  look  far  ahead  and  sacrifice 
the  present  for  the  future,  saving  as  much  as  may  be  neces- 
sary for  that  end.  Industry  earns,  economy  manages,  pru- 
y  dence  plans,  frugality  saves;  but  thrift  earns,  plans,  man- 
ages, and  saves.  The  thrift  habit  teaches  a  man  to  earn 
largely,  spend  wisely  and  save  consistently. 

Whatever  thrift  is,  it  is  not  avarice.  There  is  a  broad  dis- 
tinction between  thrift  and  avarice.  Avarice  is  not  generous; 
and  after  all,  it  is  the  thrifty  people  who  are  generous.  All 
true  generosity  can  only  proceed  from  thrift,  because  it  is 
no  generosity  to  give  money  which  does  not  belong  to  you, 
as  is  the  case  with  the  unthrifty.  And  I  venture  to  say  that 
all  the  great  philanthropists,  all  the  great  financial  benefac- 
tors of  their  species  of  whom  we  have  any  record,  the  most 
generous  of  all  must  have  been  thrifty  men.t 

Thrift  a  Habit. 

Thrift  is  a  habit;  and  like  all  habits,  cannot  be  put  on 
and  off  like  an  old  shoe,  but  becomes  fixed.     It  is  acquired 

*A  Joy  Forever,  lecture  1,  p.  7. 

iLord  Rosebery  on  Thrift.     Centenary  of  Savings  Banks,  p.  299. 
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by  training  and  environment,  and  is  an  essential  clement  in 
good  character.  When  we  talk  of  thrift  producing  charac- 
ter, we  would  probably  come  nearer  the  truth  in  saying 
thrift  is  character. 

The  Rainy  Day. 

The  book  of  Genesis  furnishes  us  with  a  graphic  account 
of  the  world's  first  great  rainy  day.  In  the  story  of  Noah 
and  the  flood,  we  have  an  example  of  a  thrifty  man,  in 
obedience  to  Divine  conunand,  laying  by  him  in  store  for  the 
rainy  day  which  left  him,  his  family  and  his  "menagerie" 
safely  on  top  of  Mount  Ararat,  none  the  worse  for  their 
long  boat  ride.  But  had  he  operated  his  shipbuilding  plant 
on  the  theory  that  business  was  good  and  would  continue  so 
indefinitely,  and  the  talk  of  a  "big  rain"  another  error  on 
the  part  of  the  weather  man,  this  book  would  probably  not 
have  been  written. 

The  story  of  Joseph  and  the  corn  trust,  in  the  same  book, 
is  more  than  a  bit  of  Hebrew  history ;  it  is  the  story  of  a  far- 
sighted  man  looking  out  for  the  days  when  it  wouldn't  rain, 
and  Egypt  and  Palestine  rose  up  and  called  him  blessed  for 
cornering  the  corn  crop. 

The  strength  of  both  men  and  nations,  as  has  been  so 
admirably  said  by  Lord  Rosebery,  depends  upon  their  stored 
energy — ^their  reserve  power.  The  nation  that  raises  barely 
enough  food  to  meet  the  present  need  will  sooner  or  later  face 
starvation.  Witness  India  and  other  countries  where  famine 
is  frequent.  They  cannot  or  will  not  accumulate  a  food  sup- 
ply, and  the  world  must  step  in  when  crops  fail  and  with 
charity  seek  to  alleviate  the  suffering  thrift  would  make  un- 
necessary. Even  the  dog,  by  animal  instinct,  realizes  that  he 
will  not  only  have  his  day,  but  that  on  his  day  it  may  rain, 
and  in  preparation  therefor  buries  the  bone  his  present  appe- 
tite does  not  crave! 

Saving  by  Incentive. 

The  lesson  that  each  man  must  provide  for  himself  is  a 
hard  one  for  the  philanthropist  to  teach  and  for  the  poor  man 
to  learn.  Nevertheless,  even  in  a  primitive  state  each  man 
must  realize  that  his  survival  depends  on  his  own  energy  and 
thrift.  So  in  a  civilized  society  each  man  must  learn  that 
he  has  to  make  his  own  way,  though  his  civilized  companions 
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will  and  should  be  kinder  to  him  than  were  the  barbarous 
ones  to  his  progenitors. 

The  great  incentive  to  him  in  his  work  will  be  a  clear 
knowledge  of  the  benefits  that  are  to  come  to  him  from  his 
labors,  for  "the  sweat  of  industry  would  dry  and  die  but  for 
the  end  it  works  to."  So  soon  as  a  little  property  is  ac- 
quired, that  in  itself  will  act  as  an  incentive  to  make  further 
eflFort  seem  wprth  while,  and  it  will  then  constantly  be  found 
easier  to  lay  aside  for  the  demands  of  that  "unknown  to- 
morrow."  The  practicing  of  thrift  in  one  direction  will  be 
found  to  encourage  the  practicing  of  it  in  others,  and  saving 
will  be  no  hardship  when  it  is  learned  that  present  denial  is 
going  to  make  possible  some  future  gratification.^ 

Naturally  the  first  step  in  the  direction  of  capitalism  is 
to  save ;  the  second  to  save  for  something;  the  third  and  end 
of  all  saving  is  the  power,  privileges  and  opportunities  which 
attend  the  possession  of  wealth.  The  life  stories  of  success- 
ful men  of  affairs  attest  the  fact  that  the  foundation  of  great 
fortunes  lies  in  the  thrift  habit.  One  of  our  leading  finan- 
ciers states  that  he  was  early  taught  to  pick  up  every  pin  he 
saw,  and  even  yet  the  habit  follows  him.  With  the  accumula- 
tion of  a  small  simi  of  ready  cash  came  opportunities  to  use 
it  advantageously.  The  judicious  employment  of  the  small 
capital  resulted  in  a  larger  fund  and  larger  opportunities; 
and  as  the  capital  expanded,  new  avenues  opened,  borrowing 
became  possible  and  profitable,  great  enterprises  could  be 
financed  and  large  contracts  undertaken,  until  in  due  time  a 
fortune  was  acquired. 

A  good  foundation  must,  however,  be  supplemented  by 
a  proper  and  an  impelling  motive.  Many  a  man  has  found 
it  impossible  to  save  until  he  bought  a  house,  with  a  mort- 
gage to  liquidate,  or  took  out  a  policy  of  life  insurance  re- 
quiring prompt  and  steady  payments;  and  having  a  worthy 
incentive  has  surprised  even  himself  at  his  saving  ability. 
He  who  has  learned  to  save  simply  that  he  may  have,  has 
learned  a  good  lesson;  but  when  he  saves  that  he  might  in 
time  invest  wiselv  and  worthilv,  then  he  has  learned  a 
better  one. 

•Development  of  'rbrift,  p.  19. 


THE  THRIFT  HABIT  SS 

Saving  by  Education. 

All  education  begins  in  the  home.  The  child  is  a  good 
imitator.  If  it  grows  up  amid  waste  and  thriftlessness,  it 
naturally  becomes  a  thriftless  and  wasteful  man  or  woman. 
Like  father,  like  son.  If  the  history  of  the  human  derelicts 
that  drift  around  our  cities,  like  the  flotsam  and  jetsam  of 
the  ocean,  were  unfolded,  it  would  be  found  that  their  pres- 
ent condition  is  largely  due  to  poor  training. 

Education  of  every  sort  comes  first  by  compulsion.  The 
average  child  does  not  relish  the  confinement  and  restrictions 
of  the  school  room.  But  in  a  normal  child,  as  the  brain 
begins  to  awaken,  a  thirst  for  knowledge  comes,  and  he 
becomes  fired  with  an  ambition  to  know,  and  vou  need  no 
longer  urge  him  to  study — you  need  rather  to  hold  him  in 
check.  The  thrift  habit  must  be  learned — it  does  not,  as  a 
rule,  come  by  inheritance.  The  tendency  to  gratify  one's 
self  is  inherent  in  humanity.  Witness  the  Indian;  yea, 
witness  the  white  man — on  pay  day  he  gets  drunk!  The 
Indian  schools  recognize  this  tendency  in  the  red  man,  and 
as  Captain  Pratt,  of  the  Carlisle  Indian  School,  says:  "We 
require  our  students  to  earn  and  to  save" — thrift  in  its  essen- 
tial elements!  During  the  summer  they  place  large  num- 
bers of  students  at  work  all  over  the  countrv,  in  hotels  and 
on  country  estates,  etc.  They  impress  upon  the  employer  the 
importance  of  helping  them  save  their  wages;  to  buy  what 
they  needy  but  to  buy  with  wisdom.  Students  going  out  sign 
a  contract — and  part  of  that  contract  is  to  save. 

Herein  lies  the  value  of  the  school  savings  bank,  treated 
at  length  in  a  subsequent  chapter.  Not  that  it  will  or  can 
bring  much  money  into  the  coffers  of  the  bank,  but  for  its 
educational  value.  "Train  up  a  child  in  the  way  he  should 
go  and  when  he  is  old  he  will  not  depart  therefrom,"  is  as 
true  in  finance  as  in  morals.  And  has  it  not  been  well  claimed 
for  the  savings  bank  that  it  is  an  educational  as  well  a>s  phil- 
anthropic institution?  And  as  an  educator  in  thrift  it  should 
cooperate  with  the  home  in  teaching  the  value  of  money.  The 
child  must  learn  to  know  relative  values;  that  monev  in  the 
bank  is  just  as  much  real  wealth  as  money  in  the  purse,  and 
of  far  greater  value  than  candy  in  the  hand.  The  trouble 
lies  in  getting  the  child  to  believe  in  reserve  energy;  to  be- 
come persuaded  that  he  must  neither  sap  his  strength  nor 
"tap  his  bank,"  nor  spend  his  money  for  "that  which  is  not 
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meat."  Can  we  not  all  remember  how,  as  youngsters,  we 
"itched"  to  break  our  penny  bank  and  spend  the  money  in 
a  "riot  of  extravagance" — to  the  extent  of  thirty  cents? 

A  dime  foohshly  spent  at  twelve  may  grow  into  a  dollar 
at  twenty,  and  ten  at  thirty;  while  a  cent  saved  at  five  may 
mean  a  thousand  at  twenty-five.  It  is  not  the  amount  but 
the  education  that  comes  from  the  proper  use  thereof. 

The  best  argument  for  teaching  children  to  save  money 
lies  in  the  mere  fact  that  the  child  learns  the  lesson  that 
"twice  two  is  four"  in  money  matters  as  well  as  in  arithme- 
tic; and  that  four  cents  will  buy  twice  as  much  as  two,  and 
sometimes  more. 

Saving  by  Sacrifice. 

The  thrifty  man  soon  learns  that  he  can  only  satisfy  the 
greater  and  nobler  desires  of  life  by  denying  himself  the 
lesser.  He  who  would  do  a  good  day's  work  to-morrow  must 
not  spend  to-night  in  dissipation!  The  boy  who  wants  a  gun, 
a  bicycle,  or  a  boat,  will  cut  down  or  cut  out  the  candy  habit, 
knowing  well  that  the  coveted  article  will  give  liim  lasting 
pleasure,  while  the  other  is  but  temporary. 

Saving  by  Compulsion. 

There  are  not  many  schemes  by  which  saving  is  com- 
pulsory. There  may  be  cited  the  insurance  policy  which 
becomes  lapsed  if  payments  are  not  promptly  met, — and 
this  has  been  a  most  excellent  plan  in  many  cases,  and  in  the 
endowment  form  has  produced  excellent  results  from  a  sav- 
ing, if  not  from  an  investment,  standpoint.  There  is  also 
the  building  and  loan  association,  which  carries  a  small  fine 
if  payments  are  not  promptly  met;  also  "friendly  aid  so- 
deties,"  which  penalize  tardiness  in  payment.  But  the  sav- 
ings bank  has  no  such  plan  to  offer. 

The  only  scheme,  operated  in  connection  with  a  savings 
bank  that  has  ever  come  to  the  author's  notice,  is  a  plan  in 
operation  in  Germany.  A  savings  bank,  in  order  to  induce 
systematic  saving,  has  a  system  of  opening  accounts  with  the 
stipulation  that  an  equal  amount  shall  be  deposited  every 
week,  to  be  paid  to  collectors,  who  call  and  present  coupons 
for  the  stated  amount.  If  not  paid  to  the  collector  or  to  the 
bank  within  eight  days,  the  bank  reserv^es  the  right  to  close 
the  account. 
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But  the  ordinary  savings  bank  operates  no  such  scheme. 
It  gives  no  chromos,  no  trading  stamps,  no  inducement  but 
the  power  of  the  accumulated  littles  and  a  modest  interest 
return.  Its  patronage  must  be  voluntary,  and  it  must  work 
on  its  merits  alone. 

It  is  questionable  if  a  man  is  very  much  benefited  by 
saving  because  he  has  to.  Permanent  good  can  only  come 
when  he  acquires  the  saving  habit,  for  othepvise,  when  the 
complusion  ends,  the  saving  ends  also.  Until  he  saves  from 
choice  and  not  necessity  the  thrift  habit  will  not  have  gained 
a  victory.  A  father  once  dropped  the  life  insurance  policies 
on  his  children  and  determined  to  put  the  premiums  in  the 
savings  bank  instead.  He  made  just  one  deposit — the  com- 
pelling force  of  the  collector  was  gone. 

The  free  withdrawal  feature  of  the  savings  bank  no  doubt 
tempts  men  to  use  their  money,  when,  if  it  were  saved  in 
a  more  inaccessible  form,  they  would  get  along  without  it. 
The  withdrawal  notice,  in  a  few  cases  rigidly  enforced,  and 
quite  generally  permissible,  no  doubt  prevents  hasty  and  ill- 
advised  withdrawals.  The  little  home  banks  are  popular  on 
this  account:  money  once  dropped  in  cannot  be  taken  out 
without  trouble y  for  the  bank  holds  the  key.  The  Saturday 
Evening  Post  told  of  a  man  who,  on  Saturday  night,  put  his 
money  in  a  letter  addressed  to  himself,  and  dropped  it  in  the 
mail  box,  knowing  he  could  not  keep  it  over  Sunday,  and 
chose  this  original  preventive  measure  in  order  to  save. 

Saving  by  Encouragement. 

There  are  limits  beyond  which  the  savings  bank  may  not 
go  in  safety,  in  its  endeavor  to  "inculcate  habits  of  thrift  and 
industry  among  the  masses."  In  some  of  the  early  banks  a 
reward  was  offered  for  the  most  frequent  depositor ;  a  larger 
rate  of  interest  for  the  larger  deposits,  and  even  a  turkey 
dinner  at  the  expense  of  the  managers,  is  mentioned  in 
Lewin's  "History  of  Savings  Banks  in  England  and  Ire- 
land." But  if  it  could,  with  safety,  offer  ten  per  cent,  instead 
of  four,  the  results  in  deposits  would  be  greater  than  ten  is  to 
four.  Get-rich-quick-schemes  bear  witness  to  this  fact.  The 
best  it  can  do,  however,  is  to  make  it  easy  and  convenient  to 
save.  Hence  the  acceptance  of  dollar  (in  some  places  and 
largely  in  early  days,  of  dime)  deposits,  the  home  banks, 
evening  opening,  saving  clubs,  postal  banks,  municipal  sav- 
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ings  banks,  cooperative  banks,  and  kindred  ideas,  the  last 
three  striving  to  bring  the  bank  to  the  people,  rather  than 
asking  the  people  to  come  to  the  bank.  The  commendable 
saving  spirit  of  the  German  is,  no  doubt,  largely  due  to  hi* 
training;  but  may  we  not  attribute  it  also  to  the  fact  that 
when  he  has  a  bit  to  lay  away,  he  finds  a  bank  at  his  very 
door  to  receive  it? 

The  savings  account  is  a  rainy  day  fund;  a  life  insurance 
policy ;  a  sick  benefit ;  a  funeral  fund ;  an  old  age  pension.  It 
lacks,  to  be  sure,  the  protective  feature  of  the  insurance 
policy,  and  the  compulsion  of  other  methods ;  but  there  is  no 
"forfeiture  clause"  in  the  pass  book,  and  it  is  under  the 
owner's  control  at  all  times,  even  at  his  death.  It  will  tide 
him  over  sickness,  pay  his  landlord  and  his  grocer  when  times^ 
are  hard  and  work  is  slack.  It  will  not  give  him  a  compe- 
tencCj  unless  of  considerable  size,  but  it  will  give  him  an 
income  when  his  working  days  are  over,  and  it  will  bury  him 
when  he  dies.  But  it  must  be  of  his  own  choosing.  It  is  a 
simple  business  proposition :  begin  early  and  keep  it  up,  and 
like  the  pillar  of  fire  and  of  cloud,  it  will  be  with  him  as  he 
journeys.  The  savings  bank  will  not  compel  him  to  save  a 
cent,  but  once  he  gets  the  habit,  it  will  take  his  savings,  large 
or  small,  invest  them  safely,  and  pay  him  for  the  service  it 
renders.  It  will  return  his  money  on  demand  or  due  notice, 
with  a  little  for  good  measure  (if  he  leaves  it  long  enough) 
— an  angel  could  do  no  more. 

The  Broader  Thrift.* 

Thrift  is  a  wonderfully  broad  subject — as  broad  as 
human  life  and  as  interesting  as  it  is  broad.  It  concerns  all 
we  are,  all  we  have,  all  we  hope  to  be,  and  all  we  hope  to 
get.    It  is  the  problem  of  life. 

To  the  average  man  the  word  "thrift"  is  meaningless. 
It  smacks  of  saving  money  and  of  frequent  trips  to  the 
savings  bank.  But  that  is  a  narrow  thrift,  and  it  may  not 
be  thrift  at  all.  The  thrift  I  would  talk  about  todav  is  a 
broader  thrift — the  thrift  that  earns  largely  and  spends 
wisely;  the  manner  of  living  that  results  in  bank  accounts 
and  a  peaceful  old  age  as  a  natural  sequence  to  a  well  or- 
dered life;  the  course  of  conduct  that  makes  for  independ- 
ence and  not  dependence. 

•Address   by   the    author   at    the    Ohio    Bankers    Association,   Columbus,   O., 
September,  1916. 
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The  thrift  we  need  to  encourage  is  not  the  thrift  of  Wall 
Street  or  the  gambling  table,  that  would  get  rich  quick  and 
perhaps  lose  all,  but  the  thrift  of  New  England,  that  builds 
its  structure  carefully,  brick  by  brick,  on  a  solid  foundation 
and  holds  fast  to  what  it  gets,  for  that  is  the  only  thrift 
that  endures. 

Thrift  the  Xation^s  Probi^m. 

Thrift  is  the  problem  of  the  nations.  If  I  read  history 
aright,  no  nation  has  ever  become  great  or  long  sustained 
its  greatness  without  the  application  of  thrift  principles; 
and  as  soon  as  it  abandoned  thrift  and  practiced  waste  as  a 
national  characteristic,  its  decay  set  in.  Rome,  whose  success 
was  built  upon  the  thrift  of  Julius  Caesar,  did  not  begin  to 
decline  while  her  men  were  in  the  field  conquering  the  world, 
but  in  the  reign  of  Nero,  when  drunk  with  success  and 
power,  she  began  to  waste  her  substance  in  riotous  living, 
with  dinners  that  cost  $175,000,  embellished  with  night- 
ingales' tongues  and  oysters  imported  from  England.  The 
French  Revolution  was  due  in  a  large  measure  to  the  w^aste 
and  extravagance  of  the  aristocracy.  The  thrift  of  Peter 
the  Great  made  Russia  a  recognized  power  among  Euro- 
pean nations.  Alexander  conquered  the  world  and  lost  it 
all.  History  is  a  long  tale  of  thrift  and  waste — thrift  build- 
ing up  and  waste  tearing  down;  and  if  you  would  know 
what  thrift  can  do  and  waste  has  done,  read  it  in  the  pages 
of  history. 

Those  who  raise  their  voices,  like  prophets  in  the  wilder- 
ness, crjdng  against  waste  and  in  the  advocacy  of  thrift  are 
not  calamity  howlers;  they  are  not  alarmists;  they  are  not 
dreamers,  but  practical  men  of  affairs  who  realize  that  his- 
tory repeats  itself,  and  certain  results  are  bound  to  follow 
certain  causes,  and  see  in  the  alarming  waste  on  the  part  of 
the  American  people  a  national  menace. 

Edmund  Burke  is  credited  with  the  observation  that 
"vou  cannot  indict  a  nation,"  but  I  have  observed  that  a 
nation  can  indict  itself.  We  waste  as  a  nation ;  we  waste  as 
individuals.  "I  think  I  may  say  without  rashness,"  said 
Charles  E.  Hughes  recently,  "that  today  the  Government 
of  the  United  States  is  recklessly  wasteful,  shamefully  in^ 
competent  and  extravagant — a  reproach  to  the  intelli- 
gence of  a  free  people  because  of  its  inefficiency."     And 
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what  is  true  of  the  nation  as  a  nation  is  true  of  the  individ- 
uals who  compose  the  nation. 

We  have  been  making  money  fast.  The  tide  of  gold  is 
flowing  our  way.  Our  stock  of  yellow  metal  has  never  been 
equalled  by  any  country.    We  are  drunk  on  our  profits. 

Times  without  number  we  have  been  indicted  for  our 
waste  of  the  things  nature  has  given  us,  and  thus  far  no 
one  has  championed  the  negative. 

Every  forest  devastated  by  our  "wood  butchers"  is  an 
indictment  on  our  methods  of  forestrj'.  Every  farm  that 
has  ceased  to  support  the  life  that  is  on  it  is  an  indictment 
on  our  methods  of  farming.  Our  garbage  can — the  fattest 
in  all  the  world — is  an  indictment  on  our  methods  of  house- 
keeping. So  eminent  an  authority  as  Doctor  Wiley  places 
the  food  waste  of  Americans  at  $1,300,000,000 — one-quarter 
of  the  cost  of  setting  our  tables.  We  talk  about  the  full 
dinner  pail — let  us  look  to  the  full  garbage  can  instead! 

We  waste  fifty  millions  yearly  through  forest  fires.  We 
waste  a  billion  feet  of  natural  gas  a  day.  Poor  forestry 
methods  cost  us  $238,000,000  a  year,  and  soil  erosion,  due  to 
the  same  cause,  adds  half  a  billion  to  our  waste  bill  annual- 
ly. Our  water  turns  few  water  wheels.  We  spend  four 
hundred  millions  yearly  preparing  for  war  and  yet  are  not 
even  prepared  to  send  troops  after  Villa.  Waste  costs  the 
railroads  $650,000,000  every  year,  one-half  due  to  poor 
management  and  the  other  half  to  inefficient  labor.  If 
vou  would  see  waste,  look  around  vou ! 

Doctor  Eliot  of  Harvard  estimates  the  nation's  bill  for 
extravagances  at  five  billions  yearly.  Our  drinks  cost  us 
$2,200,000,000;  our  smokes  half  as  much;  jewelry,  $800,- 
000,000;  automobiles,  half  a  billion;  sweets  for  the  sweet  and 
the  sour  come  to  $200,000,000;  $120,000,000  for  ginger  pop 
and  soda;  tea  and  coffee,  $100,000,000;  patent  medicines, 
$80,000,000;  chewing  gum,  $13,000,000. 

As  a  rule,  we  do  not  waste  the  big  things,  but  we  do 
waste  little  things  all  the  time.  Only  a  great  war  can  break 
down  a  nation's  thrift  principles  to  the  point  of  waste  of  big 
things.  But  little  leaks  can  sink  a  ship  as  well  as  a  big  hole 
in  the  bow.  The  lesson  we  need  to  learn  is  the  lesson  of  the 
multiplication  table  as  applied  to  waste. 

A  government  has  little  more  of  financial  independence 
than  the  sum  total  of  the  wealth  of  its  citizens.  It  may 
have  borrowing  facilities  denied  to  the  individuals,  singly 
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or  collectively,  but  thrift  among  the  masses — thrift  of  little 
things — ^must  pay  the  nation's  bills  in  peace  as  well  as  in 
war.  If,  to  use  a  simile,  the  individual  is  not  prepared  for 
a  spring  shower,  how  can  the  nation  be  prepared  for  a 
steady  rain? 

The  development  of  home  economics  and  home  econo- 
mies is  a  vital  phase  in  preparedness.  Thrift  is  prepared- 
ness and  preparedness  is  thrift.  The  greatest  standing 
army  a  nation  can  have  is  the  army  of  the  financially  pre- 
pared. The  backbone  of  the  nation  at  war  is  the  bank 
army.  The  nations  now  at  war  have  found  it  out — ^yea,  they 
knew  it  long  ago!  The  people  of  France  number  89,000,- 
000.  Out  of  this  population  less  than  ten  million  have  in- 
comes of  over  $1,000,  and  yet  France  had,  before  the  war, 
upwards  of  $800,000,000  yearly  for  outside  investment. 
Germany  had  the  largest  sum  of  floating  gold  in  the 
pockets  of  her  people  of  any  nation,  approximately  the  same 
amount,  while  England  had  excess  capital  of  nearly  a  billion 
a  vear  for  use  outside  her  domain.  German v  has  a  bank 
army  of  24,000,000  savers  whose  bank  deposits  amounted  to 
five  billion.  France  has  an  army  of  fifteen  million  out  of 
thirty-nine  million  who  furnish  the  sinews  of  war.  We  have 
ten  million  savers  out  of  a  hundred  million  population — 
savers  as  savings  bank  savers  go. 

Thrift  got  ready  for  this  war.  Thrift  is  fighting  this 
war  and  thrift  will  pay  the  bills  the  war  contracts  and  re- 
pair the  damage  in  a  time  incredibly  short.  History  war- 
rants this  conclusion. 

Of  far  greater  power  than  the  monetary  power  is  the 
efficiency  born  of  the  savings  bank  habit,  for  thrift  makes 
for  many  virtues.  In  every  citizen  of  thrift  you  have  a 
national  bulwark,  and  if  you  would  prepare  the  nation, 
teach  the  people  thrift! 

Much  of  the  social  unrest  of  our  time  would  be  cured  by 
thrift.  The  waste  of  the  world  would  wonderfully  lessen  if 
thrift  could  do  its  work.  The  jails  and  penitentiaries  would 
soon  empty  if  thrift  got  hold  of  the  youth.  Thrift  would 
cure  most  all  the  ills  of  the  body  politic.  Thrift  is  the  hope 
of  the  nation. 

Thrift  the  Problem  of  Business. 

Thrift  is  the  problem  of  business.  Business  success  de- 
pends upon  it;  failure  is  certain  without  it.     The  cost  of 
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conducting  a  business  may  be  divided  as  follows:  (a)  The 
fixed  charges,  (b)  Administrative  costs,  (c)  Material. 
(d)  Labor.  All  but  the  latter  may  be  calculated  to  a 
nicety,  and  adjusted  to  meet  varying  conditions.  But  the 
labor  cost  is  the  worrisome  part  of  business.  The  human 
-element  is  uncertain,  and  the  human  machine  woefully  defi- 
cient.   It  cannot  be  depended  upon. 

Organized  industry  has  for  years  been  studying  effi- 
ciency— trying  to  get  the  hiunan  machine  to  do  its  best; 
trying  to  apply  thrift  principles  to  the  day's  work;  trying 
to  educate  the  thriftless  and  encourage  the  thrifty.  Your 
profitable  workman  is  the  man  of  thrift.  He  needs  no 
watching  or  checking.  He  will  give  a  day's  labor  for  a 
cday's  pay  and  not  quarrel  about  a  little  too  much  for  his 
money.  The  thriftless  workman  wastes  time,  he  wastes 
material,  he  must  be  supervised.  He  "soldiers."  The  thrift- 
less worker  spends  his  rest  time  in  dissipation.  He  is  in- 
efficient on  JMonday.  His  holiday  does  him  harm.  It  takes 
two  days  to  speed  him  up.  Statistics  show  that  industrial 
accidents  occur  at  the  beginning  of  the  week,  when  the 
worker  is  out  of  sorts  due  to  improper  week-end  rest,  and 
at  the  end  of  the  week  when  he  is  tired  out. 

The  great  trouble  with  business  is  the  thoughtless  em- 
ployee— and  thrift  is  applied  thoughtfulness.  I  went  into  a 
department  store  and  bought  a  small  article.  The  clerk 
used  twice  as  much  paper  and  string  as  necessary.  I  re- 
buked her.  "That's  nothing,"  s(he  said,  "the  firm's  got  lots 
of  it."  Thrift  would  cure  that.  She  is  one  of  millions.  I 
saw  two  stenographers  use  ten  paper  towels  apiece  to  dry 
their  hands.  I  told  the  manager.  "We  simply  can't  stop 
it,"  he  said.  Thrift  would  cure  that.  I  saw  ten  cents'  worth 
of  packing  used  on  a  twenty-nine-cent  article  in  a  depart- 
ment store  wrapping  room.  Thrift  would  cure  that.  Thrift 
is  the  problem  of  business. 

Thrift  the  Problem  of  the  Home. 

Thrift  is  the  problem  of  the  home.  The  family  as  a  so- 
cial unit  is  a  success  or  failure,  headed  up  hill  or  sliding 
down,  as  thrift  permeates  all  that  concerns  the  rearing  of  a 
family.  Here  waste  in  its  simplest,  costliest,  most  inex- 
cusable form  takes  place.  Here  the  child  imbibes  thrift  or 
thriftless  principles  that  last  through  life.    Here  the  grow- 


THE  THRIFT  HABIT  41 

ing  boy  or  girl  acquires  habits  that  mould  character.  If 
thrift  ever  gets  hold  of  the  individual  it  must  be  largely 
through  home  influences.  If  the  nation  ever  becomes  a 
thrift  nation,  it  must  be  the  reflection  of  thrift  in  the  home. 
Thrift  of  time,  thrift  of  opportunity,  tfhrift  of  health,  thrift 
of  money  is  essentially  a  home  proposition.  Thrift  is  the 
problem  of  the  home. 

Thrift  the  Problem  of  the  Individual. 

Thrift  is  the  problem  of  the  individual.  Thrift  will  do 
more  to  make  for  individual  success  than  any  other  habit, 
and  waste  will  do  more  to  invite  failure.  The  man  who  suc- 
<?eeds  is  the  man  who,  in  some  form,  or  forms,  practices  the 
virtue  of  thrift.  The  man  who  fails  is  the  man  who,  in  some 
form  or  forms,  practices  waste.  The  bread  line  is  a  gloomy 
example  of  what  waste  will  do;  for  every  mother's  son  who 
stands  iri  line  for  his  roll  and  coffee,  in  some  form  or  other 
allowed  waste  to  conquer  him.  He  may  have  wasted  his 
monev,  he  mav  have  wasted  his  time,  he  mav  have  wasted  his 
strength,  but  waste  ends  in  the  bread  line.  And  the  anti- 
dote for  waste  is  thrift,  the  sure  cure  for  many  of  the  ills  of 
the  individual  as  it  is  the  panacea  for  many  of  the  ills  of 
society.  Thrift  is  the  problem  of  the  individual.  He  sue* 
ceeds  who  practices  it;  he  fails  who  ignores  it. 

Thrift  is  the  Problem  of  the  Banker. 

The  bank  is  a  sensitive  institution.  Like  the  delicate 
instrument  that  records  the  slightest  vibration  of  the  earth's 
surface,  the  bank  records  the  ebb  and  flow  of  humanity  as 
measured  in  dollars  and  cents.  Not  a  birth,  a  death,  a  fire, 
a  marriage,  an  accident,  a  joy  ride,  or  a  quiet  evening 
around  the  open  fire  but  that  is  rcflected  in  some  bank 
statement,  near  or  remote.  And  because  the  bank  is  in- 
tensely human  in  its  susceptibility  to  the  varying  emotions 
of  the  people,  thrift  is  the  problem  of  the  banker. 

Heretofore  we  bankers  have  been  too  much  interested  in 
things  as  distinguished  from  the  people  who  own  the  things. 
We  have  overlooked  the  man  in  the  quest  for  his  money. 
We  have  preached  "Save  your  money,"  but  have  forgotten 
to  make  the  application,  so  necessary  in  every  sermon,  and 
shown  them  how.  We  have  been  extolling  the  doctrine  that 
a  dollar  at  four  per  cent,  interest  earns  four  cents  a  year  and 
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forgotten  that  one  and  one  make  two.  We  have  been  teach- 
ing the  theory  of  interest  and  neglected  the  practice  of  ad- 
dition as  applied  to  a  bank  account. 

Two  Kinds  or  Banks. 

Banks  may  be  divided  into  two  classes:  (a)  The  pas- 
sive banks.  These  are  they  that  work  upon  the  theory  that 
to  advertise  is  unethical,  and  to  openly  solicit  business  undig- 
nified. Many  of  these  banks  are  old  and  of  great  size  and 
strength,  as  strength  is  manifest  in  the  surplus  account. 
They  grow,  if  at  all,  without  effort.  They  live  by  virtue  of 
having  a  large  clientele  that  comes  to  them  because  their 
fathers  went  there,  and  their  children  will  follow  them. 
They  fulfill  their  mission  negatively,  not  positively. 

The  other  class  consists  of  (b)  the  banker  who  has  had 
an  awakening,  and  has  seen  a  vision.  He  realizes  the  im- 
mensity of  his  opportunity  and  breadth  of  his  field.  He 
gets  business  not  because  he  can't  dodge  it  but  because  he 
goes  after  it.  He  enters  into  every  civic  movement  that 
makes  for  betterment  in  his  town.  He  advertises  consistent- 
ly, dignifiedly,  educationally ;  has  a  message  and  gets  it  over, 
and  believes  in  the  doctrine  that  if  you  get  the  man  you  will 
eventually  get  his  money.  Mark  the  bank  that  believes  in 
the  asset — Good  Will;  see  how  it  grows. 

The  ruiming  of  any  bank  entails  a  i)rivilege  and  an  obli- 
gation. The  obligation  is  to  run  a  safe  bank  and  make  it  prof- 
itable. The  privilege  lies  in  making  it  a  public  educator,  a 
public  benefactor,  making  two  blades  of  grass  grow  where 
but  one  grew  before,  the  hallmark  of  a  real  benefactor.  And 
no  bank  has  a  true  conception  of  its  opportunity  until  every 
man,  woman  and  child  in  the  community  is  a  thrift  citizen 
with  a  bank  account,  nor  a  true  conception  of  its  duty  until 
every  legitimate  need  of  the  business  man  is  met  to  the  limit 
of  his  safe  requirements.  The  banker  who  best  serves  his 
day  and  generation  is  the  one  who  has  grasped  the  meaning 
of  that  German  motto — Ich  dien — "I  sen^e." 

We  mistake  the  attitude  of  the  man  we  are  after.  He  is 
more  interested  in  what  vou  can  do  for  him  than  he  is  in  the 
size  of  your  bank's  capital  and  surplus  and  the  roster  of 
your  directors,  as  important  as  these  may  be  to  him  and  to 
you.  He  wants  to  know  where  you  and  he  connect.  The 
confidence  you  seek  can  best  be  gained,  not  by  a  show  of 
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marble  and  bronze,  but  by  a  process  of  education,  a  friendly, 
helpful  attitude  and  the  human  touch. 

What  Will  a  Thriit  Campaign  Do? 

Now,  granting  the  truth  of  all  the  above,  what  can  you 
reasonably  hope  for  in  the  encouragement  of  thrift? 

First,  better  citizens.  The  man  of  thrift  is  the  best 
father,  the  best  husband,  the  best  neighbor,  the  best  citizen. 
He  is  the  best  dressed,  the  best  housed,  the  best  fed,  the  most 
generous  man  in  your  town.    Mark  him. 

Second,  better  homes.  Thrift  is,  to  repeat,  a  home  prop- 
osition.   There  it  does  its  perfect  work. 

Third,  a  better  citv.  Thrift  makes  for  better  streets,  and 
cleaner,  better  management,  less  noise,  better  schools,  bigger 
business  houses,  fewer  failures,  bigger  banks — a  city  beau- 
tiful. 

Fourth,  a  moral  uplift.  In  those  places  where  thrift 
campaigns  have  thus  far  been  held  the  press  and  the  pulpit 
have  acknowledged  that  a  moral  uplift  as  wholesome  and  as 
apparent  as  a  religious  campaign  has  resulted. 

Most  of  all  you  can  hope  for  a  broader  conception  of  the 
meaning  of  thrift  and  how  it  enters  into  the  sdieme  of 
human  life.  The  saving  of  money  is,  as  a  rule,  a  painful 
process,  however  pleasant  the  effects  may  be.     Sacrifice  is  ^ 

never  inviting.  Self-denial  was  never  popular.  And  until 
we  can  get  the  individual  to  see  the  broader  thrift  and  not 
the  narrow  thrift,  he  will  always  associate  thrift  with  the 
mere  saving  of  money,  and  thereby  lose  its  greatest  benefits. 

It  matters  not  how  small  the  income  may  be,  or  how 
careful  the  manner  of  living,  the  broader  thrift  is  possible. 
If  the  individual  sees  thrift  as  the  mere  saving  of  money  he 
will  shun  it  as  an  impossibility.  I  spoke  at  a  noonday  shop 
meeting  in  a  stove  factory  in  New  Jersey.  After  the  meet- 
ing a  begrimed  workman  came  to  me  and  said:  "How  can 
a  man  save  monev  on  twelve  dollars  a  week  and  raise  a 
family?"  "He  can't  save  much,"  said  I,  "but  he  can  get 
twelve  dollars'  worth  of  value  for  liis  twelve  dollars,  and  that 
is  what  I  want  him  to  do."  And  getting  that  he  will  save 
money.  Lord  Rosebery,  in  that  Thrift  masterpiece  at  the 
Scottish  Centennial  in  1910,  asked  the  question:  "How  can 
the  poor  be  thrifty?"  and  answered  it  by  saying:  "By  cut- 
ting out  waste."     Vour  people  need  to  be  shown  that  thrift 
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spends  as  well  as  saves.  But  it  spends  wisely.  Xot  less  of 
the  good  things  of  life  for  the  thrifty  man,  but  more. 

Thrift  will  make  your  individual  a  thoughtful  individual 
for  the  little  things.  He  lets  the  water  run,  the  gas  burn. 
He  neglects  the  trifles  which,  as  Michael  Angelo  observed, 
make  perfection,  and  perfection  is  no  trifle. 

The  merchant  in  your  town  who  sees  in  thrift  a  locking 
up  of  money,  does  not  realize  what  thrift  would  mean  to 
liim.  While  we  hope  much  money  will  find  its  way  into  the 
banks,  as  sensible  bankers  you  know  it  does  not  stay  there. 
No  bank  hoards  money.  It  profits  as  it  lends  it  and  everj- 
banked  dollar  means  three  borrowing  dollars  for  your  com- 
munity provided  your  comnmnity  can  use  it.  A  man  came 
to  me  after  a  shop  meeting  in  Springfield,  Mass.,  and  said: 
"If  all  our  men  put  their  money  in  the  banks,  where  do  we 
get  off?"  That's  just  where  you  do  get  off.    Let  us  prove  it. 

Suppose  your  balance  sheet  looks  like  this: 

Assets.  Liabilities. 

Cash $25,000  Deposits . .  $100,000 

Discounts.  75,000 

$100,000  $100,000 

Your  reserve  is,  therefore,  25  per  cent.  A  depositor 
comes  in  with  $10,000  in  gold.  How  much  can  you  lend? 
$7,500,  someone  says.  Wrong.  You  can  lend  $80,000 — 
thirty  thousand  dollars — provided  your  loans  are  deposits, 
as  most  loans  are.  You  do  not  use  the  $10,000  for  loaning 
purposes,  but  as  the  basis  of  credit.  You  put  the  gold  in 
your  reserve  and  loan  against  it.  Your  balance  sheet  would 
then  look  like  this : 

Assets.  Liabilities. 

Cash $85,000  Deposits . .  $140,000 

Discounts.105,000 

— $140,000  $140,000 

And  as  long  as  your  community  ^\\\\  borrow  all  your 
funds,  the  above  proposition  holds  good. 

Your  thrift  shopper  is  the  best  shopper.  She  buys  good 
values.  She  does  not  ask  for  bargains,  but  quality.  The 
house  that  must  eternally  attract  by  cheap  prices,  cut-rate 
sales,  bargain  days,  and  trading  stamps,  does  not  build  for 
time.  Compare  the  houses  of  Wanamaker,  Altman,  Jordan 
Marsh  Co.,  Marshall  Field  &  Co.  with  anv  of  the  mushroom 
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houses  that  have  come  and  gone  while  the  others  endured. 
Thrift  makes  for  good  business,  stable  business  and  profit- 
able business.    That's  where  your  merchant  gets  off. 

Thrift  and  the  Banker. 

Now,  what  can  you  hope  for  yourself — a  purely  selfish 
hope  ?  First,  the  efl'eetiveness  of  miity  of  effort.  Our  banks 
are  permeated  with  jealousy.  They  are  envious  of  each 
other.  We  forget  that  we  have  a  common  cause  and  will 
profit  by  the  common  uplift.  We  have  preferred  to  ''go  it 
alone,"  each  for  himself,  with  the  one  object  in  mind — 
deposits.  Each  covers  the  same  ground,  each  wastes  effort, 
each  wastes  money  in  ill-advised  husbandry.  We  need  to 
get  together,  work  together  and  succeed  together. 

Second,  intelligent  depositors.  The  bane  of  the  banking 
business  is  the  ignorant  depositor,  who  knows  little  about 
banking,  understands  not  what  he  is  doing,  or  what  you  do, 
and  at  the  slightest  breath  of  danger  rushes  pell-mell  for  his 
money,  bringing  about  that  nightmare  of  banking — a  run. 
Thrift  would  cure  manv  a  bank  unrest. 

Third,  constructive  and  effective  advertising  methods. 
It  is  admitted  by  all  who  imderstand  advertising  science  that 
much  of  our  bank  advertising  is  wasted.  It  is  not  advertis- 
ing, but  gratuity — charity,  disguised.  We  carry  our  ad. 
"standing"  until  it  falls  down.  AVe  give  away  pencils, 
rulers,  knickknacks  and  junk  and  wonder  why  we  get  no 
results.     There  are  none  to  get. 

And  even  if  it  brings  you  no  direct  results  that  you  can 
check,  as  good  philanthropists,  interested  in  all  that  makes 
for  betterment  in  your  town,  thrift  will  be  worth  your  while 
if  it  gives  you  a  stimulus  to  better  banking,  for  you  may  get 
a  new  inspiration,  as  will  all  who  come  within  the  atmos- 
phere of  the  broader  thrift  that  makes  for  better  living. 


CHAPTER  V 

THE  SAVINGS  BANK  A  PUBLIC  BENEFACTOR 

No  institution  that  is  of  a  quasi-public  nature,  and  which 
must  depend  upon  the  good  will  of  the  public  for  its  sup- 
port, has  any  right  to  exist  unless  it  can  give  a  good  account 
of  itself.  In  the  past  and  in  the  present,  it  must  show  itself 
worthy.  If  it  claims  to  be  a  philanthropy,  it  must  prove 
itself  philanthropic;  if  it  claims  to  be  a  public  benefactor,  it 
must  show  that  it  makes  "two  blades  of  grass  grow  where 
but  one  grew  before."  It  must  "square  itself"  with  the 
world,  or  we  shall  be  justified  in  classing  it  as  a  false 
claimant  for  honors  and  unworthy  of  our  confidence. 

Unless  the  world  is  a  better  and  safer  place  to  live,  and 
richer,  withal;  unless  life  is  more  worth  the  living  because 
the  savings  bank  is  here,  it  has  no  right  to  claim  the  unre- 
munerated  services  of  thousands  of  good  and  busy  men 
whose  sole  reward  is  "empty  honor,"  the  protection  of  the 
State,  and  the  confidence  and  monetary  support  of  its  mil- 
lions of  depositors.  The  hospital  is  the  Great  Samaritan; 
the  school  is  the  Great  Teacher;  the  church  is  the  Great 
Temple,  and  the  library  the  Great  Book.  Can  we  not  find  a 
place  in  this  "hall  of  fame"  for  the  savings  bank — and  shall 
it  not  be  the  Great  Treasure  House? 

From  the  standpoint  of  the  depositor,  the  savings  bank 
is  not  a  necessity,  like  the  bank  of  discount — it  is  rather  a 
luxury.  This  statement  may  be  tested  by  asking  any  hun- 
dred business  men  if  they  keep  a  checking  account,  and  if 
they  could  conveniently  do  business  without  it,  and  probably 
ninety-nine  would  answer  "Yes"  to  the  first  question  and 
"No"  to  the  second. 

But  ask  any  hundred  people  if  they  keep  a  savings  bank 
account,  and  if  so,  could  they  get  along  without  it,  and  the 
answer  would  undoubtedly  be — leaving  aside  the  question 
of  safetv  and  interest — it  is  a  convenience  onlv. 

Herein  lies  the  difference  in  banks.  The  business  bank 
takes  care  of  the  capital,  the  working  balance  of  the  nation 
— the  savings  bank  looks  after  the  surplus.     Until  a  man 
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has  saved  more  than  he  needs  in  his  business,  his  home,  his 
profession,  as  working  capital,  he  does  not  need  and  would 
not  use  the  savings  bank  (speaking  of  those  institutions 
which  do  not  loan  on  personal  security,  or  handle  checking 
accounts  or  make  collections)  however  much  he  may  need 
the  facilities  offered  by  the  "business  bank."  In  building 
up,  therefore,  the  business  of  a  commercial  bank,  we  may 
approach  a  business  man  and  say,  "You  need  a  bank;  you 
cannot  do  business  very  well  without  one ;  you  probably  now 
have  an  account  somewhere — ^why  not  bank  with  us?"  Not 
so,  however,  in  appealing  for  the  savings  bank.  You  cannot 
take  it  for  granted  he  has  money  to  bank  more  or  less  per- 
manently at  from  three  to  four  per  cent.,  and  the  best  you 
can  do  is  to  say,  "When  you  have  some  money  saved,  let  us 
invest  it  for  you" — with  accent  on  the  when. 

The  money  used  in  business  belongs  in  the  bank  of  dis- 
count; the  rainy  day  fund,  the  old  age  pension,  the  fimeral  ^ 
benefit,  idle  money  awaiting  investment  belongs  in  the  sav- 
ings bank.  The  reason,  therefore,  for  the  savings  bank  is  two- 
fold: First,  to  afford  the  poor  and  those  of  small  means  a 
safe  depository  for  their  savings;  second,  to  enable  them  '^ 
by  combining  small  sums  to  invest  them  safely  and 
profitably. 

A  Collector  and  Distributor  of  Wealth. 

The  services  rendered  by  the  savings  bank  are  many  and 
varied;  but  as  a  broad  statement  it  may  be  said  that  it  acts 
first,  as  a  vast  collector  of  wealth,  a  storehouse,  as  it  were; 
and,  second,  a  great  distributor  of  wealth.  Like  a  sponge, 
it  must  first  gather  in  before  it  can  give  out.  In  its  ingath- 
ering it  serves  the  individual,  and  in  its  distribution  it  serves 
the  individual,  the  conununity  and  the  State.  It  is,  perhaps, 
the  greatest  assembler  of  money  the  world  knows,  and  is  one 
of  the  chiqf  sources  of  available  capital  for  municipal  and 
corporate  enterprises. 

The  Power  of  Accumulated  Littles. 

The  savings  bank  is  first  of  all  a  depository.  It  is  a  safe 
depository.  The  idea  in  starting  such  an  institution,  a 
century  ago,  was  not  that  the  people  might  have  the  benefit 
of  interest,  but,  primarily,  that  they  might  conserve  their 
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principal.  The  interest  rate  is,  or  should  be,  a  secondary 
consideration,  a  minor  factor  alongside  the  accumulation  of 
principal.  Savings  banks  have  been  all  too  prone  to  empha- 
size the  fact  that  a  dollar  at  four  per  cent,  is  equal  to  $1.04 
at  the  end  of  a  year,  neglecting  to  emphasize  another  self- 
evident  fact  that  two  and  two  make  four.  The  savings  bank 
idea  is  not  to  offer  large  inducements  in  the  way  of  interest ; 
but  to  offer  large  possibilities  in  the  power  of  accumulated 
savings. 

As  important  as  the  question  of  interest  rate  may  be  in 
some  instances  at  this  time,  the  success  of  the  savings  bank 
is  not  due  to  the  mathematically-correct  proposition  that  a 
dollar  at  interest  for  a  certain  time  at  a  certain  rate  is  equal 
to  a  certain  amount;  but,  rather,  to  the  similarly-correct 
proposition  that  a  hundred  cents  make  a  dollar;  and  irre- 
spective of  the  interest  earned,  a  dollar  deposited  weekly 
for  a  year  means  fifty-two  dollars  at  the  end  of  that  time, 
and  fifty  dollars  bound  together  have  far  greater  power 
than  fifty-two  dollars  scattered. 

The  savings  bank  was  never  intended  to  make  people 
V  rich  by  the  accumulation  of  interest,  but  by  the  accumu- 

lation of  capital.  Safety  of  principal  has  ever  been  the 
watchword,  and  both  in  England  and  this  country,  govern- 
ment bonds  were  the  authorized  investments  until  the  funds 
became  so  large  that  other  forms  of  investment  had  to  be 
found,  and  the  doors  were  opened  to  real  estate  mortgages 
and  municipal  and  corporate  securities.  The  savings  bank 
says  to  every  man,  woman  and  child,  "Here  you  may  leave 
your  money  in  whatever  amounts  you  can  spare,  in  full 
assurance  that  you  can  have  it  again  when  you  will,  upon 
giving  us  due  notice.  Ask  us,  first,  to  give  you  safety  of 
principal,  and  afterward  only  that  interest  which  we  can 
safely  pay." 

That  this  depository  feature  is  a  service  of  no  mean 
dimensions  is  apparent  when  it  is  remembered  that  the  aver- 
age man  has  no  safe  place  to  keep  money,  and  the  news- 
papers frequently  bring  us  stories  of  those  who  have  become 
suspicious  of  the  banks  and  in  their  distrust  have  endeavored 
to  be  banker  to  themselves  in  some  unused  stove  or  garret 
'  to  their  lasting  sorrow.  The  stories  of  the  thousands  the 
savings  bank  has  helped,  merely  as  a  depository  for  their 
sa\^ngs  until  enoug'h  was  accumulated  to  accomplish  a 
definite  purpose,  would  afford  interesting  and  inspiring  read- 
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ing,  and  in  this  it  has  performed  a  unique  and  valuable  ser- 
\ice.  Suffice  for  the  present  to  cite  one  case  which  came 
under  the  author's  observation: 

The  Savings  Bank  Fulfills  Its  Mission. 

On  June  29,  1907,  Mary  S.  opened  account  with  the 
Home  Savings  Bank  of  Brooklyn  with  $1,  stating  at  the 
time  that  she  was  fifty- three  years  of  age  and  had  not  saved 
a  cent,  and  was  fearful  that  she  would  die  and  leave  nothing 
to  bury  her  with.  She  was  going  to  try  to  deposit  one 
dollar  per  week  regularly,  for  this  purpose.  The  teller  im- 
mediately became  interested  in  her  and  suggested  that  she 
take  a  home  bank  and,  when  not  convenient  to  come  to  the 
bank  with  the  money,  place  it  in  the  little  bank  instead. 
This  pleased  her  immensely,  and  she  went  home  and  placed 
the  little  bank  on  the  mantel  shelf  and  began  systematic 
saving.  She  found  it  a  constant  reminder  of  her  promise  to 
the  bank  man  and  herself,  and  whenever  she  had  spare 
change  it  went  into  the  bank.  The  result  of  the  matter  was 
she  "got  the  habit"  and  instead  of  saving  a  dollar  a  week, 
her  account  in  March,  1911,  showed  a  balance  of  $340.07, 
or  over  three  times  the  amount  she  set  out  to  save.  Only  one 
withdrawal  appears,  caused  by  death  in  the  family.  Perhaps 
the  little  bank  did  it;  perhaps^  it  was  her  determination; 
doubtless  it  was  both.  She  is  now  a  thrifty  woman.  It  is 
one  of  the  best  cases  of  the  savings  bank  fulfilling  its  funda- 
mental purpose  of  "promoting  habits  of  thrift  and  industry" 
that  has  ever  come  to  my  notice. 

The  principle  of  philanthropy  that  a  man  is  best  helped 
when  he  is  given  a  chance  to  do  something  for  himself  has 
one  of  its  best  exponents  in  the  savings  bank ;  and  when  the 
savings  bank  starts  out  to  encourage  habits  of  thrift  and 
industry,  it  is  in  a  class  by  itself.  No  other  institution  has 
done  half  so  well.  In  providing  a  convenient  place  where 
the  thrifty  man  may  leave  liis  money  with  full  assurance 
that  it  will  be  safely  kept,  and  profitably  invested  for  his 
account,  and  handed  back  intact,  with  a  little  interest  for 
good  measure,  it  renders  him  a  service  as  distinct  and  bene- 
ficial as  if  it  were  to  buy  him  a  ton  of  coal  or  give  him  a  suit 
of  clothes.  Through  the  school  savings  bank  or  through  the 
stamp  system  the  child  may  save  a  penny ;  through  the  home 
bank  the  youth  may  save  the  dimes  and  the  quarters ;  through 
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the  dollar  deposit  feature  the  seven-dollar-a-week  clerk  may 
save  his  dollars.  It  knows  no  race,  no  color,  no  creed. 
Money  in  hand  is  the  only  credential,  and  it  will  take  the 
httle  sums  and  the  big,  combine  them  into  a  mass,  and,  re- 
serving enough  to  meet  current  demands,  proceed  to  invest 
them  safely  for  the  depositor's  account. 

Here  the  widow  with  her  mite  or  with  her  dowry;  the 
legatee  with  his  inheritance;  the  worker  saving  for  a  home; 
the  youth  struggling  for  an  education;  the  "saver"  laying 
aside  for  old  age;  the  miser  with  his  hoard,  pool  their  sav- 
ings, and  it  becomes  a  common  fund  with  an  uncommon 
power;  or  to  express  it  in  the  language  of  the  court: 

The  general  object  of  the  savings  bank  is  to  combine 
small  amounts  for  the  purpose  of  making  the  combined 
deposits  more  available  for  advantageous  investment.* 

The  scientist  tells  us  that  the  bar  of  iron  is  composed  of 
atoms,  infinitesimally  small,  held  together  by  cohesive  force. 
As  atoms  they  are  of  little  effect  and  of  little  value;  but  as 
a  bar  of  steel  they  become  a  force  in  the  physical  world.  The 
single  deposit  of  $10 — even  the  average  deposit  for  the  United 
States  (442.83t),  is  but  a  small  sum  in  itself,  and  able  to  do 
but  little  in  the  field  of  finance;  but  when  this  is  multipUed 
by  ll,285,755t  (the  number  of  accounts)  it  wiW  readily  be 
seen  that  here  is  a  power  to  be  reckoned  with.  This  is  the 
money  that  builds  our  railroads  and  bridges,  paves  our 
streets,  builds  schools,  libraries  and  public  buildings,  and  in 
wasteful  New  York  even  buys  brooms  for  the  street 
sweepers. 

If  the  vast  accumulation  of  savings  deposits,  estimated  at 
$5,560,887,016,  in  a  compilation  made  by  the  Savings  Bank 
Section,  American  Bankers'  Association  in  1908,  and  repre- 
senting the  entire  savings  deposits  in  banks  of  this  country, 
were  simply  locked  up  in  vaults,  the  country  would  be  the 
poorer  for  having  the  "saving  habit"  with  us;  but  when 
this  is  scattered  to  the  four  winds  in  the  form  of  loans  on 
real  estate,  loans  to  cities,  States,  counties,  school  districts, 
towns,  railroad  and  other  corporations  on  their  promises  to 
pay  (bonds)  it  will  be  seen  that  it  not  only  gathers  as  with 
a  fine-tooth  comb  but  scatters  with  a  generous  hand. 


•Lewis  V.  Lynn  Inst,  for  Savings,  148  Mass.  235. 
tJune,  1915. 
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To  THE  Savings  Bank — Debtor.* 

On  the  second  of  December,  1916,  the  savings  bank 
movement  in  this  country  rounded  out  the  first  century  of 
its  existence.  By  the  test  of  time,  therefore,  the  savings  bank 
would  seem  to  have  earned  its  right  to  survive;  but  other 
institutions  whose  work  is  destructive  and  not  constructive 
have  lived  quite  as  long.  And  unless  the  savings  bank  can 
give  some  better  reason  than  its  age  for  its  right  to  exist,  it 
has  little  to  commend  itself  to  thoughtful  men. 

We  do  well  to  consider,  from  time  to  time,  the  work  we 
do ;  the  way  we  do  it ;  whether  it  be  worthy  and  well  done,  a 
benefit  to  societj%  and,  therefore,  lasting.  Let  us  inquire 
briefly  into  some  of  the  reasons  why  the  savings  bank  is  en- 
titled to  an  honorable  place  in  our  financial  scheme. 

In  a  highly  developed  state  of  civilization,  there  is  room 
for  and  need  of  specialized  institutions,  peculiarly  fitted  to 
do  a  particular  work.  Thus  in  the  field  of  finance,  we  need 
an  institution  to  gather  capital;  another  to  utilize  and  em- 
ploy capital;  and  another  to  administer  the  wealth  that 
arises  from  the  employment  of  capital. 

The  savings  bank  is  the  great  gatherer  of  capital — the 
greatest  assembler  of  money  the  world  knows.  It  is  the 
great  reservoir  for  the  little  streams.  The  bank  of  discount 
employs  capital,  and  the  trust  company  (in  its  fundamental 
conception)  administers  the  wealth  capital  creates.  While 
these  activities  lock  and  interlock,  and  often  exist  in  the 
same  institution,  particularly  in  the  trust  company,  the 
mutual  savings  bank  has  always  hewn  close  to  the  line  of  its 
original  purpose — the  development  of  thrift  and  the  accu- 
mulation of  capital. 

The  Savings  Bank  does  not  Deal  in  Credit. 

The  savings  bank  is  not  a  dealer  in  credit;  it  is  on  a 
strictly  cash  basis.  The  bank  of  discount  is  largely  on  a 
credit  basis.  The  latter  utilizes  capital  already  gathered  as 
the  basis  of  credit;  the  savings  bank  accumulates  its  own. 
The  bank  of  discount  creates  credit  and  credit  instruments, 
and  in  the  Federal  Reserve  Association,  will,  under  the  ac- 
ceptance principle  there  permitted,  lend  its  credit.    But  you 

•An  address  (adapted)  by  the  author  at  the  annual  meeting  of  the  New 
Jersey  Savings  Bank  Association,  May  20,  1914.  Published  in  the  Banking  Law 
Journal,  June,  1914. 
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receive  on  deposit  nothing  but  cash  or  its  equivalent;  you 
pay  in  cash  or  its  equivalent;  you  lend,  not  credit,  but 
money.  Your  deposits  are  never  the  proceeds  of  loans,  and 
your  loans  are  never  in  the  form  of  credit. 

Thriit  the  Biisis  OF  Aix  Prosperity. 

The  bed  rock  of  all  prosperity,  national,  corporate  and 
private,  is  thrift;  and  the  savings  bank  is  its  chief  advocate* 
That  habit  of  spending  a  little  less  than  is  earned ;  that  habit 
of  laying  aside  a  bit  from  the  week's  earnings;  that  haunt- 
ing fear  of  old  age;  that  rainy  day  we  all  dread,  is  the  very 
foundation  of  our  well  being.  Without  the  thrift  habit  the 
savings  bank — yea,  the  nation— -would  soon  decay,  and 
without  the  savings  bank  the  thrift  habit  would  lose  its  chief 
exponent.  It  is  the  foundation  of  every  great  fortune  and 
of  every  great  nation  which  history  records.  The  lives  of 
great  men  all  remind  us,  not  only  that  "we  can  make  ours 
sublime,"  but  also  that  if  we  ever  achieve  financial  success 
it  must  be  through  the  habit  of  thrift. 

Wasteful  Americans. 

We  Americans  are  just  awakening  to  the  fact  that  we 
are  a  nation  of  wasters.  We  build  vast  resei*voirs  costing 
hundreds  of  millions,  to  impound  a  water  supply,  and  let  it 
run  away  at  the  taps.  We  waste  enough  food  to  feed  an 
army.  We  cut  do^vn  a  tree  in  twenty  minutes  that  took  a 
century  to  grow  and  let  it  rot  where  it  fell.  Our  wood 
supply  will  be  exhausted  in  seventy-five  years,  in  some  sec- 
tions in  fifteen.  We  build  houses — not  to  live  in,  but  tc 
burn  down.  We  waste  time.  We  waste  money.  We 
measure  the  quality  of  a  meal  by  the  waiter's  check  and  the 
cabaret  that  is  thrown  in.  We  eat  lobster^ on  a  h^^m  and 
beans  income.  We  drown  the  New  Year  in  champagne  and 
joy  ride  when  we  ought  to  walk.  The  redeeming  feature  of 
it  all  is  that  the  waste  of  money  cures  itself:  for  when  it  is 
gone  there  is  no  more  to  waste. 

You  do  well,  gentlemen,  to  consider  this  question  of 
thrift,  for  while  it  may  seem  a  threadbare  subject,  yet  in 
real  life  it  is  a  very  timely  topic  and  never  old,  and  if  your 
institution  is  to  live  and  continue  its  good  work  it  will  be  be- 
cause you  have  helped  perpetuate  the  thrift  habit  in  the  in- 
dividual. 
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Your  ultimate  success  depends,  not  so  much  upon  your 
interest  rate,  as  imj^ortant  as  that  may  be  in  a  day  of  keen 
competition,  but  upon  the  multiplied  savings  of  the  masses. 
The  red  ink  figures  are  not  so  important  as  the  black 
credits,  for  by  encouraging  the  black  you  increase  the  red. 
The  black  entries  are  the  evidence  of  present  thrift  and  the 
red  ones  the  rezvard  for  past  thrift.  You  may  live,  but  you 
won't  grow  unless  the  foniier  predominate. 

The  Individual's  Debt. 

Now  what  does  the  depositor  owe  the  savings  bank? 
What  has  it  done  for  him?  In  the  first  place,  it  has  pro- 
vided a  safe  place  of  deposit  for  small  savings.  Some  of 
you,  by  your  title,  will  accept  a  nickel  on  deposit.  Some  of 
the  large  New  York  banks  accept  dime  deposits.  Hojvever 
this  may  Ije,  you  accept  small  sums.  You  agree  to  invest 
these  according  to  law  in  the  very  best  grade  of  securities  ^ 
known  to  finance;  to  pay  a  reasonable  rate  of  interest;  to 
return  the  funds  upon  due  notice  and  usually  upon  de- 
mand ;  and  to  insure  the  full  return,  you  have  held  out  in  the 
past,  and  continue  to  hold  out  in  the  present,  part  of  the 
earnings  as  a  surplus,  or  guaranty  fund,  for  the  benefit  and 
protection  of  all.  In  other  words,  you  say  to  the  individual, 
"Leave  your  money  with  us.  We  will  invest  it  for  your  ac- 
count; pay  you  back  upon  demand,  and  for  the  service  we 
render,  will  pay  you,  say,  four  per  cent.!"  Is  there  any  in- 
stitution that  does  quite  so  generously?  Does  the  church, 
or  the  school,  or  the  hospital  or  the  library  pay  its  devotees 
for  the  privilege  of  working  for  them?  On  the  contrary,  it 
costs  you  money,  as  you  all  know,  to  be  a  patron  of  either. 

Suppose  there  were  no  savings  banks;  where  would  the 
people  go?  Where  would  the  man  with  a  hundred  or  two 
hundred  go  for  safety?  Would  he  buy  a  bond?  He  doesn't 
know  bond  values  and  doesn't  know  how.  Would  he  buv  a 
share  of  stock — and  join  the  "flock"?  AVould  he  rent  a 
safe  deposit  box  and  stow  it  away  carefully?  Suppose  he 
had  only  ten  dollars,  and  the  ten  dollars  meant  much  to 
him.    Where  w^ould  he  keep  it  for  safety,  perfect  safety? 

The  history  of  all  get-rich-quick  schemes  amply  demon- 
strates the  fact  that  the  average  man  cannot  be  trusted  to 
invest  his  own  savings.  The  money,  as  a  rule,  is  hard 
earned;  and  because  of  this  fact,  the  owner  is  apt  to  en- 
deavor to  make  it  earn  too  much  for  him,  and  in  the  en- 
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deavor  Uise  most  if  not  all.  The  savings  bank  comes  in,  and 
offers  him  with^iut  charge,  the  sen'ices  of  experienced  men. 
He  is,  in  short,  getting  exi>ert  senice,  with  a  premium  be- 
sides.    Voii  Have  a  man  from  his  oxlu  folly. 

The  Community's  Debt. 

But  if  this  were  all  the  savings  bank  did,  its  work  would 
onlv  be  half  done.  It  would  be  a  miser,  a  detriment  to  the 
community.  To  gather  water  makes  a  nice  pond,  but  it 
turns  no  mill  wheels.  The  water  must  be  let  out  as  well  as 
brought  in.  ^\nd  in  its  outgoings,  the  savings  bank  proves 
itself  as  useful  and  indispensable  a  factor  in  ci\nc  life  as  in 
its  ingatherings.  Out  of  a  total  of  $4,319,382,900  in  gross 
rescjurces  of  the  mutual  savings  banks  of  the  United  States 
in  1915,  the  cash  on  hand  amounted  to  but  $21,936,000, 
striking  evidence  of  the  fact  that  savings  bank  money  is  not 
hoarded. 

Perhaps  its  greatest  benefit  to  the  community  lies  in  the 
mortgage  loan.  Now  the  mortgage  is  the  great  percolating 
agency  of  savings  bank  finance.  You  gather  funds  from 
here,  there  and  eserywhere.  They  amount  to,  say,  $20,000. 
A  builder  wants  a  building  loan  to  erect  an  apartment. 
You  agree  to  make  the  loan.  He  starts  operations.  The 
mason,  the  carpenter,  the  plumber,  the  painter,  all  get  busy, 
and  the  savings  bank  fund,  gathered  from  the  many,  finds 
its  way  back,  through  the  pay  envelope,  into  the  hands  of 
the  masses,  who,  by  the  habit  of  saving  a  little  at  a  time, 
through  the  agenc>^  of  the  savings  bank,  accumulate  an- 
other fund  for  another  operation.  Xot  only  does  this  proc- 
ess affect  the  wage  earner,  the  butcher,  the  baker,  the  grocei 
at  home,  but  wherever  they  quarry  stone,  or  cut  timber,  or 
burn  brick  and  cement,  the  reflex  benefits  are  manifest. 
Take  the  savings  banks  of  New  York  City  out  of  the  mort- 
gage market,  and  you  injure  industries  in  every  part  of 
the  countrv. 

Imagine,  if  you  can,  the  potency  of  a  fund  of  over  a  bil- 
lion dollars  (the  amount  out  on  mortgages  in  New  York 
State)  constantly  turning  over  to  effect  for  weal  or  for  woe, 
the  industries  of  a  great  nation.  Take  the  case  of  a  single 
bank,  the  Williamsburgh  Savings  Bank  of  Brooklyn.  It 
has  on  its  books  at  the  present  time  7,000  open  mortgages, 
representing  $40,000,000.  This  means  that  7,000  separate 
pieces  of  property  are  under  mortgage  to  the  bank.     And 
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if  it  had  not  been  for  this  institution,  it  is  safe  to  assume 
that  many  of  these  structures  could  not  have  been  built. 
This  would  make  a  little  city  in  itself,  and  stands  todav  as  a 
monument  to  the  idea  I  am  trying  to  drive  home. 

Take  another  example,  Syracuse,  for  instance.  The  two 
savings  banks  have,  in  round  numbers,  about  6,500  open 
loans  on  Syracuse  property,  aggregating  about  $25,000,000, 
or  one-sixth  the  assessed  valuation  of  the  entire  real  estate 
of  the  citv.  It  means  verv  much  to  a  city  that  there  is  in 
its  midst  as  a  great  accumulating  agency,  such  an  institu- 
tion; and  it  means  more  that  it  takes  the  money  it  thus 
gathers  and  puts  it  back  into  the  homes  and  shops  and  busi- 
ness places  of  the  community.  The  funds  it  gathers  from 
the  cultivation  of  its  field,  like  good  fertilizer,  go  back  to 
enrich  the  soil,  and  no  bank  should  rest  content  until  everv 
man,  woman  and  cliild  of  a  saving  age,  and  with  an  earning 
capacity,  has  become  a  victim  of  the  saving  habit — the  best 
of  all  habits  to  acquire,  and  the  easiest  to  learn  if  properly 
taught. 

The  Staters  Debt. 

Not  only  in  its  mortgage  loans  does  the  savings  bank 
benefit  the  community,  but  also  in  its  bond  investments.  It 
is  conceded  that  the  savings  banks  and  insurance  companies 
(both  thrift  institutions)  are  the  largest  buyers  of  munici- 
pal and  corporate  bonds  in  the  country.  And  in  the  pur- 
chase of  the  former  the  savings  bank  plays  the  same  role  as 
in  the  mortgage  loan — a  builder  of  cities.  The  state,  city, 
county,  village  or  school  district  that  needs  funds  for  public 
works,  such  as  water,  sewers,  schools,  parks,  roads,  pave- 
ments or  public  buildings,  secures  the  money  by  bond  issues,, 
sold  in  the  main  to  the  savings  banks. 

The  citizens  of  New  York  owe  no  debt  to  the  city  ad- 
ministration for  all  the  improvements  of  a  great  city.  Her 
water  system  may  be  the  costliest  in  the  world,  her  parks 
the  most  valuable  real  estate  on  a  continent,  her  subways 
marvels  of  engineering,  her  public  buildings  temples  of 
marble  and  bronze,  her  schools  the  best  in  the  land,  but 
thrift  built  them  all.  And  the  savings  bank  as  an  institu- 
tion has  ever  stood  ready  to  buy  the  bonds  of  the  great 
metropolis  for  whatever  purpose  issued  so  long  as  the  secu- 
rity was  prime;  and  issue  after  issue  has  come  out  for  one 
purpose  and  another  to  find  a  ready  market  in  the  savings 
bank  and  similar  institutions,  whose  faith  in  the  big  city 
was  evidenced  bv  the  cold  cash. 
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The  mortgage  loan  is,  as  a  rule,  more  or  less  local,  in 
many  States,  being  confined  strictly  within  the  borders  of 
the  State.  In  the  bond  investment,  however,  broader  lat- 
itude is  permitted.  Thus,  New  York  savings  banks  can  buy 
the  bonds  of  any  city  of  45,000  population  whose  debt  does 
not  exceed  seven  per  cent,  of  the  assessed  valuation.  And 
as  a  broad  statement,  it  is  quite  true  that  every  important 
municipal  undertaking  anywhere  in  the  United  States  is 
financed  by  the  thrift  money  the  savings  bank  has  gathered. 
And  in  this  disbursement  it  performs,  in  a  larger  sphere,  the 
same  beneficial  Avork  as  in  the  more  restricted  domain  of  the 
realty  loan.  The  various  States,  counties,  cities,  towns,  vil- 
lages and  school  districts  of  the  country  are  in  debt  to  the 
savings  banks  to  the  extent  of  over  $800,000,000,  and  these 
municipalities  owe  a  debt  to  the  sa\nngs  bank  both  for  mak- 
ing good  citizens  and  good  cities. 

A  still  further  ser\'ice  to  the  nation  at  large  is  rendered 
in  the  field  of  corporate  investment,  particularly  in  the  mat- 
ter of  the  railroads,  whose  securities  are  held  to  the  extent 
of  $800,000,000,  or  approximately  the  same  as  the  munici- 
pal investments. 

Whatever  the  present  plight  of  the  railroads,  they  would 
be  in  far  worse  condition,  financially,  if  the  savings  banks 
had  not  believed  in  the  intrinsic  worth  of  the  properties  and 
in  the  past  freely  purchased  their  securities  at  rates  which 
now  seem  ridiculouslv  low.  The  debt  of  the  railroads  is  not 
to  the  money  market,  but  to  the  thrift  funds  of  the  nation, 
that  the  cost  of  capital  to  many  of  them  is  but  S^y  per  cent, 
or  less.  And  in  such  investments,  the  same  process  obtains 
as  in  the  mortgage  loan,  perhaps  covering  a  wider  sphere; 
for  wherever  the  railroad  disburses  funds,  there  tlie  benefi- 
cent work  of  the  savings  bank  follows.  Money  gathered  in 
Xew  York  may  be  disbursed  in  Texas,  and  the  savings  of 
the  thrifty  Maine  farmer  may  pay  the  lumberman  for  ties 
up  in  Oregon. 

The  Savings  Bank  Has  no  Monopoly. 

There  was  a  time,  not  so  many  years  ago,  when  the  only 
place  of  deposit  for  thrift  money  was  the  savings  bank;  but 
that  is  no  longer  the  case.  Banks  of  discount  and  trust 
companies  have  realized  the  ])ossibilities  in  this  line,  and 
have  energetically  cultivated  the  field  once  reserved  to  the 
savings   bank.      Such   institutions   the   country   over   have 
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opened  savings  departments,  under  various  names,  such  as 
^'interest  departments,"  "special  accounts,"  etc.,  issuing  pass 
books  like  the  savings  bank,  and  accepting  the  deposit  under 
conditions  quite  similar  to  the  latter.  And  judging  by  re- 
sults the  experiment  has  succeeded. 

Mark  you  this  significant  fact:  On  June  4,  1918,  the 
total  savings  deposits  of  the  nation  were  $6,972,000,000,  of 
which  the  mutual  savings  banks  held  $3,768,900,000,  or  a 
little  over  one-half.  And  assuming  the  savings  department 
in  banks  of  discount  and  trust  companies  to  be  a  develop- 
ment of  the  past  twenty-five  years,  it  follows  that  in  a 
quarter  of  a  century  these  institutions  have  gathered  as 
much  as  the  savings  banks  have  in  a  period  four  times  as 
long.  Do  these  figures  not  mean  that  the  savings  bank 
must  bestir  itself  if  it  is  to  hold  its  place  as  an  accumulator 
of  capital  funds? 

The  savings  bank  deposit  is  not  of  the  same  nature  as  a 
business  account.  It  carries  with  it  the  toil  of  years,  the 
self  denials  of  life,  the  hope  of  the  future — all  that  men  live 
and  work  and  sacrifice  for.  And  it  is  thereby  a  sacred  trust, 
because  of  what  it  represents.  It  should  not  be  subject  to 
the  vicissitudes  of  business.  It  should  not  be  risked.  And 
without  reflecting  in  the  least  upon  the  judgment  of  the 
bank  of  discount  men,  it  is  but  fair  to  ask  that  such  funds 
be  treated  as  investment  funds  and  not  speculative.  The 
segregation  idea  is  as  fair  to  the  bank  as  it  is  fair  to  the  de- 
positor. If  the  savings  bank  can  make  a  living  profit  by 
investing  in  mortgages,  and  certain  stipulated  bonds,  so  can 
the  bank  of  discount. 

To  ask  tlie  bank  that  reaches  out  for  savings  funds, 
whether  in  competition  with  a  savings  bank  or  not,  to  invest 
these  deposits  in  savings  bank  securities  is  the  fairest  propo- 
sition imaginable.  And  as  compensation  for  the  very  slight 
difference  in  earning  power,  tlie  banks  should  not  be  re- 
quired to  hold  reserves  against  these  deposits,  and  the  legal 
notice  of  withdrawal  should  be  peraiitted.  By  this  process 
both  the  bank  and  the  depositor  will  be  protected. 

The  day  is  past  when  a  business  so  firmly  established  as 
the  savings  department  can  be  legislated  out  of  existence. 
It  would  be  unwise  to  attempt  it.  The  remedy  so  far  as  you 
are  concerned,  gentlemen,  lies  in  bestirring  yourselves  in 
vour  own  baili\^nck,  so  that  thrift  funds  %vill  come  to  vou 
by  virtue  of  the  quality  of  your  sen'ice,  the  intrinsic  good- 


-/ 


( 


68       THE  SAVINGS  BANK  AND  ITS  PRACTICAL  WORK 

ness  of  your  institutions  and  the  energy  manifested  in  your 
advertising.  You  can  no  longer  play  the  role  of  a  church 
steeple — pointing  the  way  to  heaven,  but  never  getting 
anybody  there.  You  must  do  more  than  say:  "Here  we 
are;  everybody  knows  we  are  here,  and  have  been  for  years. 
If  they  want  to  do  business  with  us,  they  will  see  the 
steeple."  As  a  matter  of  fact,  they  do  not  see  your  steeple; 
they  would  not  know  what  it  meant  if  they  did.  They  can- 
not hear  your  bell,  for  you  do  not  ring  it — except  it  may  be, 
twice  a  year;  and  then  it  has  an  uncertain  tone.  If  you 
claim,  and  rightly  so,  that  the  thrift  money  of  your  town 
belongs  to  you — then  get  after  it.  If  you  don't,  someone 
else  will. 

In  its  ethics  sound;  in  its  management  able  and  conser- 
vative; among  its  patrons  trusted  and  trustworthy;  in  the 
past  honored  and  in  the  present  honorable ;  in  its  aims  high ; 
in  its  benefits  manifold  and  far-reaching,  the  savings  bank 
is  perhaps  the  highest  type  of  financial  institution,  as  good  as 
a  morded  institution  can  be. 

If  he  who  makes  two  blades  of  grass  grow  where  only 
one  grew  before  is  entitled  to  rank  as  a  philanthropist,  %vhjt 
shall  be  said  of  the  institution  that  builds  homes  and  schools 
and  railroads  and  court  houses  and  asylums  where  none 
were  built  before?  A  public  benefactor  indeed,  not  making 
one  blade  of  grass  two,  but  a  whole  ton  of  hay ! 

Helping  the  Masses. 

But  does  it  reach  the  people?  Does  it  encourage  habits 
of  thrift  and  industry?  Do  the  people  make  use,  and  good 
use,  of  this  institution,  in  the  way  and  for  the  purposes  for 
which  it  was  organized?  Does  it  get  the  dime  of  the  child, 
the  dollar  of  the  clerk  and  the  "thrift  funds"  of  the  masses? 
Witness  the  following:  Out  of  225,856  deposits  made  in  the 
savings  banks  of  Maine  during  1909,  169,537  were  in 
amounts  less  than  $500;  and  only  4,547  were  over  $2,000. 
In  Connecticut,  out  of  553,247  depositors,  474,637  had  less 
than  $1,000  on  deposit;  52,218  had  between  $2,000  and 
$3,000;  25,969  liad  between  $5,000  and  $10,000,  and  only 
428  had  over  $10,000.* 


•There  is  no  limit  to  the  amount  one  person  may  have  in  a  Connecticut  sav- 
injrR  bank,  and  the  largest  amount  due  one  depositor  was  S49.5-20.50  (October  1» 
1909). 
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The  most  complete  statistics  in  this  regard  are  kept  by 
the  Citizens'  Savings  Bank  (deposits  $16,800,000)  of  New 
York,  a  typical  "East  Side"  bank,  patronized  largely  by  the 
residents  of  that  section.  They  are  most  interesting  as  show- 
ing how  largely  the  working  classes  patronize  the  savings 
bank.  From  their  report,  Jan.  1,  1917,  the  following  sta- 
tistics are  compiled: 

Receipts  for  1916  from  30,626  depositors $4,168,494.66 

Payments  for  1916  to  21,828  depositors 8,678,114.89 

Average  deposit 186.62 

Average  withdrawal 168.81 

Occupations. 


New  Accounts  Opened  During  the  Year  1916. 


Actors 6 

Agents    31 

Apothecaries     11 


Architects  . 
Artists     .  .  . 
Bakers   .  .  .  . 
Barbers    .  .  . 
Barkeepers 
Blacksmiths 
Bookbinders 


8 

4 
20 
12 
1 
6 
3 


Bookkeepers     41 

Box-makers    8 

Brewers    2 

Brokers    5 

Builders    2 

Butchers 27 

Cabinet-makers    1 

Carpenters    30 

Carriage-makers    1 

Carriers    4 

Chauffeurs    4 

Clerks 122 

Clergymen    11 


Clothiers     .  .  . 
Coal  Dealers 
Compositors    . 
Conductors   .  . 
Confectioners 

Cooks    

Cutlers    

Cutters    


29 
5 
2 
4 
9 

16 
1 

33 


Dentists 18 

Domestics 26 

Drivers 22 

Dvers    4 

Editors   and   Publishers.  ...  2 

Electricians    7 

Engineers 6 

Engravers     4 

Farmers    4 

Firemen    10 

Florists    2 

Foremen      15 

Furriers    11 

Gardeners     2 

Glaziers    3 

Governesses    1 

Grocers 20 

Gunsmiths    1 

Hat-makers     8 

Hotel-keepers     1 

House-keepers    5 

Insurance   1  i 

Jewelers    21 

Laborers 47 

Laundresses 10 

Lawyers    14 

Liquor   Dealers    8 

Lithographers    1 

Lodges  and  Societies 46 

Machinists    16 

Manufacturers 56 
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Masons 6 

Mechanics     15 

Merchants    85 

^f  ilkinen 3 

Millers    ! 1 

Milliners     J9 

Moulders    1 

Musicians 20 

Nurses    9 

Oi^erators 99 

Opticians    1 

Painters    24 

Peddlers 75 

Photographers 1 

Physicians JO 

Pianoforte-makers 2 

Plumbers    10 

Pocket-book  makers    2 

Policemen    8 

Porters    6 

Printers    12 

Provision  Dealers    4 

Real  Estate   19 

Restaurant  keepers 27 

Salesmen     125 

Seamen 8 

Seamstresses     64 


Segar-makers 28 

Shoemakers    25 

Shipwrights    1 

Smiths     1 

Soldiers    1 

Stenographers    89 

Stewards     6 

Stone-cutters    8 

Store-kee[>ers 108 

Tailors    817 

Tanners    1 

Teachers 25 

Tinsmiths 10 

Tobacconists    .-.  5 

Trunk-makers    1 

Undertakers 2 

Upholsterers    4 

Varnishers 8 

Waiters     14 

Watch-makers    2 

Weavers    2 

Wheelwrights 8 

Not       described,       Women, 

Minors,  etc 898 


2,940 


Nationality. 


America,  United  States ....    703 

Africa 1 

Asia     21 

Austria- Hungary 857 

Belgium J 

Canada    5 

Denmark    1 

England    23 

Erance    

Gernianv     

Ireland    

Italv    

Netherlands    


1 
94 
20 
96 

4 


Norway  and  Sweden 8 

Poland    8 

Rouumnia 53 

Russia     1,495 

Scotland    1 

South  and  Central  America.  1 

Spain  and   Portugal    2 

Switzerland    6 

Tnrkev    2 

Wales* 1 

I-odges  and  Societies 46 


2,940 


Description  and  Ages. 


Single  Men    551 

Single  Women 381 

Married  Men 1,023 

Married   Women    568 

Widows 232 


Widowers 


93 


Minors    

Husband  and  Wife 


Eodges,  Societies,  etc 


17 
79 
46 


2,940 


THE  SAVINGS  BANK  A  PUBLIC  BENEFACTOR  61 

Males. 

Number  of  Male  Depositors  under  the  age  of  ten 2 

Number  of  Male  Depositors  between  the  age  of  ten  and  twenty 124 

Number  of  Male  Depositors  between  the  age  of  twenty  and  thirty.  . .  447 

Number  of  Male  Depositors  between  the  age  of  thirty  and  forty 416 

Number  of  Male  Depositors  between  the  age  of  forty  and  fifty 428 

Number  of  Male  Depositors  between  the  age  of  fifty  and  sixty 282 

Number  of  Male  Depositors  between  the  age  of  sixty  and  seventy. ...  88 

Number  of  Male  Depositors  of  the  age  of  seventy  and  over 28 


1,760 
Females. 

Number  of  Female  Depositors  under  the  age  of  ten 1 

Number  of  Female  Depositors  between  the  age  of  ten  and  twenty. ...  129 

Number  of  Female  Depositors  between  the  age  of  twenty  and  thirty . .  820 

Number  of  Female  Depositors  between  the  age  of  thirty  and  forty .  . .  242 

Number  of  Female  Depositors  between  the  age  of  forty  and  fifty ....  247 

Number  of  Female  Depositors  between  the  age  of  fifty  and  sixty ....  1 60 

Number  of  Female  Depositors  between  the  age  of  sixty  and  seventy. .  81 

Number  of  Female  Depositors  of  the  age  of  seventy  and  over 14 

Lodges,  Societies,  etc .*  46 


1,180 

The    Deposits   During   the   Year    1916    Have   Been    Made    in    the 

Following  Manner: 

In  sums  not  exceeding  $5 1,809 

"      over          $5  not  exceeding  $10 8,818 

10                  "            20 4,417 

20                  "            80 4,067 

80                  "            40 2,049 

40                  "            60 8,421 

60                  "            60 972 

60                   "            70 681 

70                   "            80 846 

80                   "            90 816 


90 
100 

(<  it  n/\/\  << 


90  "           100 2,648 

100  "          200 2,740 

200  "          800 1,026 

800  "          400 477 

400  "          600 620 

600  "          600 282 

600  "          700 166 

700  "          800 109 

800  "          900 90 

900  "       1,000 272 

1,000  "       2,000 821 

of        2,000  and  over 141 


900 
« 


Total  number  of  deposits  of  1916 80,626 


CHAPTER  VI 

THE    SAVINGS    BANK   AS   AN    INSTITUTION 

If  an  investigation  as  to  the  best  institution  for  the  cul- 
tivation of  provident  habits  is  applied  to  individuals,  it  will 
often  be  found  that  some  form  of  insurance  is  the  best; 
and  it  will  not  infrequently  be  found  that  the  building  as- 
sociation is  the  best.  But  the  institution  which  seems  to 
a£Pord  a  high  average  of  advantages,  whilst  avoiding  the 
more  prominent  faults  of  these,  is  the  savings  bank.  Per- 
haps its  greatest  advantage,  which  may  indeed  in  many 
cases  be  a  disadvantage,  consists  in  the  larger  freedom  it 
allows  to  its  patrons.  It  encourages  saving  without  pre- 
scribipg  in  any  way  the  quantity  or  regularity  of  doses  of 
saving;  and  it  leaves  the  depositor  free  to  invest  his  sav- 
ings at  any  stage  of  its  accumulation.*  "Of  all  the  plans," 
says  Malthus,  "which  have  yet  been  proposed  for  the  as- 
sistance of  the  laboring  classes,  the  savings  banks,  as  far 
as  they  go,  appear  to  me  to  be  much  the  best,  and  the  most 
likely,  if  they  should  become  general,  to  effect  a  permanent 
improvement  in  the  condition  of  the  lower  classes  of  soci- 
ety. By  giving  to  each  individual  the  full  and  entire  ben- 
efit of  his  own  industry  and  prudence,  they  are  calculated 
greatly  to  strengthen  the  lessons  of  Nature  and  Provi- 
dence." 

The  Savings  Bank  Idea. 

If  we  were  to  trace  the  savings  bank  idea  back  to  its 
origin  we  would,  in  all  probability,  find  that  it  had  its  be- 
ginning in  the  "sick  and  aid"  and  other  friendly  societies 
which  have  existed  for  centuries  in  many  parts  of  Europe; 
for  the  savings  bank  is  simply  the  culmination  of  the  at- 
tempts of  thrifty  people  to  provide  for  the  rainy  day. 
Workmen  in  all  parts  of  the  world  have  organized  societies 
among  themselves,  whose  fundamental  purpose  has  been 
to  save  a  part  of  their  earnings  for  slack  times,  sickness, 


*  Hamilton  Savings  Institutions,  p.  149. 
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old  age  and  death.  Such  organizations  have  been  formed 
with  no  other  purpose  than  to  accumulate  a  fund  to  prop- 
erly celebrate  Christmas  and  other  holidays,  or  to  finance, 
in  an  easy  manner,  an  annual  picnic,  or  similar  occasion. 
A  small  amount  of  dues  is  usually  required,  and  these  con- 
tributions, enhanced  by  the  proceeds  of  an  annual  ball  or 
outing,  provide  the  fund  from  which  sick  benefits,  funeral 
funds,  etc.,  are  paid.  Some  of  these  societies  even  go  so 
far  as  to  make  a  division  of  the  whole  amount  on  hand  at 
the  close  of  the  year  and  then  begin  over  again.  The  social 
features  no  doubt  form  an  added  attraction  inasmuch  as 
the  opportunity  for  rest  and  recreation  is  an  inducement 
to  join.  The  organization  is  often,  even  in  this  day,  con- 
nected with  a  church,  and  in  many  instances,  if  not  all,  is 
productive  of  much  good. 

A  perusal  of  the  historical  chapter  will  demonstrate  the 
fact  that  the  first  attempts  at  savings  banking  were  along 
this  line,  and  the  earliest  banks  were  essentially  such  organ- 
izations. And  it  will  readily  be  seen  that  any  movement 
by  which  individuals  combine  their  resources  for  mutual 
investment  for  mutual  advantage  is,  in  its  essence,  a  savings 
bank.  Building  and  loan  associations,  industrial  insurance, 
fraternal  societies,  labor  organizations  and  pension  plans, 
are  all,  in  the  final  analysis  but  modifications  of  the  savings 
bank  idea.  The  difference  between  the  savings  bank  and 
such  organizations  lies  in  the  fact  that  the  savings  bank 
nei^er  requires  a  fee  for  joining,  or  dues,  or  fines  for  fail- 
ure to  contribute.  The  management  is  perpetual,  and  ex- 
cept in  a  few  States  the  members  have  no  voice  in  the  selec- 
tion of  the  managing  officials,  who  do  not  change  except 
by  death  or  resignation. 

As  soon  as  the  earning  power  of  money  became  mani- 
fest, philanthropists  began  to  devise  plans  whereby  these 
accumulations  could  be  profitably  employed,  to  the  advan- 
tage of  the  community  as  well  as  the  individuals;  and,  as 
has  already  been  seen,  the  savings  bank  as  an  institution 
had  its  origin  in  such  endeavors,  and  to  the  proper  working 
out  of  the  co-operative  investment  idea  it  owes  its  success 
— aided,  of  course,  by  the  desire  on  the  part  of  the  thrifty 
to  provide  for  the  future. 
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The  Saving  Bank  as  Distinguished  From  the  Bank 

OF  Discount. 

The  primary  motive  of  the  savings  bank  is  not  to  make 
■money,  either  for  those  who  manage  it  or  those  who  avail 
themselves  of  its  privileges.  In  this,  we  notice  a  marked 
distinction  between  the  savings  bank  and  the  bank  of  dis- 
comit.  The  savings  bank  aims  to  keep  money  securely  for 
the  benefit  of  its  depositors,  and  in  the  keeping,  security  is 
the  first  consideration,  while  profit  is  secondary.  It  lends 
its  fmids  only  that  it  may  make  the  safekeeping  of  these 
fmids  profitable  for  those  who  entrust  their  money  to  it. 
If  any  profit  accrues,  it  is  to  the  depositors  and  not  to  the 
bank.  The  corporation  is  simply  the  agent  or  trustee  for 
the  whole  body  of  depositors.  The  bank  of  discount,  how- 
ever, is  organized  (and  properly  so)  for  gain, — gain  upon 
the  capital  employed  in  its  operations. 

The  savings  bank  works  with  those  unacquainted  with 
the  ways  of  business  and  who  could  not  single  handed  take 
good  care  of  their  money,  or  invest  it  safely  or  profitably. 
The  bank  of  discount  is  generally  managed  by  business  men 
versed  in  the  ways  of  business,  acquainted  with  monetary 
a£Pairs,  and  able  to  conduct  financial  operations  with  intel- 
ligence. They  combine  their  capital  in  order  to  make  it 
eflFective;  the  savings  bank  combines  savings  in  order  to 
make  them  capital^  and  as  such  to  acquire  a  power  impos- 
sible to  the  scattered  savings. 

The  savings  bank  is  for  the  saver;  its  funds  are  invested 
permanently,  while  the  business  bank  opens  its  doors  to 
business  men  and  loans  rather  than  invests  its  funds,  and 
for  a  short  time  onlv.  The  latter  deals  with  borrowers 
rather  than  savers,  and  serves  for  hire.  The  one  serves  best 
by  keeping — the  other  by  lending.  One  aims  at  profit, 
while  the  other  never  makes  (or  should  make)  profit  an 
end.  The  savings  bank  is  the  receiving  reservoir  for  the  lit- 
tle springs,  the  bank  of  discount  is  the  distributing  reser- 
voir for  accumulated  capital.* 

We  must  get  the  last  idea  clearly  in  mind  or  we  get  a 
misconception  of  the  savings  bank.  However  much  the 
element  of  interest  may  figure  in  the  management,  and 
whether  we  pay  depositors  4  per  cent,  or  3  per  cent,,  or  no 


*Bolles'  Practical  Banking,  p.  268  (adapted). 
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interest  at  all,  the  accumulation  of  interest  is  not  to  be 
compared  in  importance  with  the  accumulation  of  principal. 

No  man  ever  acquired  riches  at  4  per  cent.  In  fact,  4 
per  cent,  upon  small  deposits  is  so  trifling  a  matter  that  it 
may  be  ignored  in  considering  the  greater  value  of  the  in- 
crease of  capital.  However  desirable  the  accumulation  of 
interest  may  be  (and  this  in  the  course  of  years  is  consid- 
erable) the  chief  end  and  aim  of  the  savings  bank  should  be 
the  accumulation  of  principal. 

The  savings  bank  would  make  all  men  producers — sav- 
ers. It  offers  the  help  of  the  successful  and  the  strong  for 
those  who  are  weak.  It  enlarges  the  number  of  capitalists, 
reduces  the  number  of  paupers  and  tramps,  and  serves  both 
the  individual  and  the  nation. 

Classification  of  Savings  Banks. 

We  may  roughly  classify  savings  institutions  into: — 
First,  mutual  (trustee),  or  philanthropic;  second,  stock 
(including  "savings  and  trust  companies") ;  third,  co-op- 
erative, or  democratic,  as  exemplified  in  the  co-operative 
banks  of  Europe.  The  first  are  usually  managed  bj'  a 
self-perpetuating  body  of  trustees,  who  do  not  share  the 
earnings;  the  second  are  managed  by  the  directors  elected 
by  the  stockholders;  the  third  are  managed  by  officials 
elected  by  the  members. 

A  second  classification  may  be  made  into  public  and 
private  institutions.  The  first  includes  the  postal  and 
municipal  banks;  the  private  embraces  the  mutual,  stock 
and  co-operative.  A  third  classification  may  still  be  made 
into  the  "unit"  and  the  chain  system.  In  the  unit  system 
the  bank  is  an  independent  entity  and  has  no  connection 
(aside  from  a  managerial  standpoint)  with  any  other  bank. 
The  banks  of  the  United  States  are  all,  excepting  the  Post- 
al Savings  Banks  and  a  few  branch  savings  banks,  of  this 
character.  In  the  second,  the  bank  is  but  a  part  of  a  chain, 
as  in  the  postal  system,  the  municipal  banks  of  Germany 
and  the  co-operative  credit  banks  of  Europe.  We  shall 
briefly  review  each  system. 

(j^vctuV/     Trustee  Savings  Banks. 

The  original  savings  bank  is  the  trustee  bank.  The 
birth  of  these  institutions  is  described  at  length  in  the  his- 
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torical  chapter;  but  as  Hamilton  says,  "It  stands  for  the 
attempt  on  the  part  of  the  well-to-do  to  improve  the  con- 
dition of  the  poorer  classes,  and  involves  a  self-sacrificing 
sen-ice  on  the  part  of  a  few  in  the  interest  of  the  many," 
While  many  of  the  early  savings  banks  partook  of  this 
character,  others  were  organized  from  purely  selfish  motives 
and  were  characterized  by  bad  management  and  bad  faith 
from  the  start.  A  study  of  savings  bank  frauds*  will  am- 
ply bear  out  this  statement. 

The  "spirit  of  commercialism"  hereafter  spoken  of  has 
invaded  the  domain  of  the  mutual  savings  bank  and  it  can- 
not in  truth  be  said  that  some  of  the  newer  banks  were 
organized  from  any  spirit  of  philanthropy,  although  the 
management  as  a  whole  may  be  above  suspicion  and  hon- 
orable in  the  highest  degree. 

The  early  English  banks  were  of  the  trustee  type  and 
were  probably  due  to  religious  impulses,  being  in  many 
places  part  of  the  church  work,  and  were  doubtless  in- 
tended to  ultimately  relieve  the  parish  of  its  burden  of  pov- 
erty. 

In  the  United  States  the  mutual  savings  bank  has  never 
been  able  to  get  west  of  Buffalo  or  south  of  Baltimore,  at 
least  not  to  an  appreciable  extent,  as  a  study  of  chapter 
VII  will  demonstrate.  It  has  prospered  where  it  began 
operations  in  1816,  in  the  New  England  and  Eastern  States. 
Just  the  cause  for  this  is  not  apparent;  whether  the  idea  has 
not  appealed  to  the  well-to-do  in  other  sections ;  whether  the 
form  of  institution  is  not  adapted  to  the  West  and  South; 
whether  it  has  been  true  that  "nothing  succeeds  like  success" 
— and  never  having  been  given  a  good  chance  to  succeed  in 
those  sections,  success  has  not  followed,  is  merely  a  matter 
for  conjecture.  The  mutual  bank  requires  an  old  commun- 
ity, a  philanthropic  spirit,  and  sentiment.  The  South,  im- 
poverished by  a  costly  war,  has  been  busy  with  other  things, 
and  has  had  but  little  of  such  funds;  while  the  West  was 
not,  like  New  England,  settled  from  religious  motives,  but 
for  the  purpose  of  making  money,  and  has  neither  the  age 
nor  the  sentiment  which  creates  savings  banks  of  the  mutual 
type.  The  rugged  hills  of  New  England  would  not  seem 
propitious  for  such  an  institution;  but  her  rugged  hills,  fur- 


*See  Lewin's  History,  Keyes*  History,  and  "Savings  Bank  Failures  in  New 
York"  bv  W.  S.  Paine. 
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tiishing  cheap  power,  has  made  manufacturing  a  specialty, 
and  where  manufacturing  goes,  the  savings  bank  follows. 

But,  however  this  may  be,  the  mutual  savings  bank  is  a 
product  of  the  East  and  promises  to  remain  so  in  spite  of  the 
fact  that  some  of  the  Western  States  have  very  good,  if 
not  excellent,  savings  bank  laws. 

The  distinguishing  characteristic  of  the  trustee  savings 
bank  is  mutuality.  The  relationship  that  exists  between  the 
bank  and  its  depositors  is  more  fully  described  elsewhere; 
but  for  present  purposes  suffice  it  to  say  that  all  the  earnings 
of  the  bank,  less  reasonable  administrative  expenses  and  the 
apportionment  to  surplus  or  guaranty  fund,  are  divided 
among  the  depositors  in  the  form  of  interest. 

The  organization  of  a  mutual  savings  bank  from  the 
time  of  its  inception  to  the  opening  of  its  doors  for  busi- 
ness is  treated  at  length  in  another  chapter,  and  need  not 
be  reviewed  here;  but  one  or  two  features  of  the  mutual 
bank  may  be  mentioned  without  repetition,  and  these  are: 
First,  the  investments  of  such  institutions  are  usually  care- 
fully  restricted,  looking  primarily  to  the  element  of  safety; 
and  as  long  as  the  trustees  keep  their  funds  so  invested  (j^ 
they  cannot  be  held,  either  in  law  or  morals,  responsible  for 
losses.  Second,  the  predominancy  of  the  mortgage  loan.*^' 
The  nature  of  the  deposits  being  more  or  less  permanent, 
investments  of  a  permanent  character  may  be  made  without 
fear  of  a  sudden  demand  for  their  return  on  the  part  of 
depositors;  and  to  safeguard  the  banks  from  such  unex- 
pected calls,  quite  generally  trustee  banks  are  permitted  by 
law  to  require  notice,  the  usual  time  being  either  sixty  or 
ninety  days.*  In  Philadelphia  and  Wilmington,  Del.,  notice 
of  withdrawal  on  all  sums  is  required,  running  from  two 
weeks  upwards,  but  in  some  cases  is  waived.  The  third  dis- 
tinguishing feature  is  the  self-perpetuation  of  the  board  of 
managers.  No  amount  of  money  can  huy  a  man's  way  into  ^ 
a  mutual  savings  bank.  He  cannot,  as  in  stock  concerns, 
buy  enough  stock  to  vote  himself  into  office — he  can  only 
gain  office  as  the  other  men  advocate  his  cause.  And  on 
the  contrary,  he  cannot  be  voted  out  of  office.  Only  an  act, 
such  as  bankruptcy',  (which  voids  his  office),  can  affect  him. 


*No  bank  of  discount  is  permitted  to  ask  notice  of  withdrawal  except  on  its 
**savings  accounts,"  upon  the  opening  of  which  the  depositor  agrees  to  give  such 
notice;  but  on  checking  accounts  it  must  pay  on  demand.  The  withdrawal  notice 
is  a  distinctive  feature  of  the  savings  bank. 
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and  Uke  a  Supreme  Court  judge,  he  is  appointed  during 
good  behavior. 

The  greatest  weakness  of  the  trustee  bank  is  this :  Lack- 
ing the  "essential  element"  that  prompts  men  to  undertake 
->^  such  ventures,  (profit),  it  does  not  appeal  to  the  average 
man  of  means  unless  he  is  sentimentally  inclined;  and  not 
being  indispensible  to  trade  and  commerce,  like  a  bank  of 
discount,  it  does  not  come  to  be  a  commercial  necessity. 
Even  in  a  great  State  like  New  York  we  find  twenty-eight 
counties  with  no  savings  banks.  And  in  many  of  these  coun- 
ties there  are  large  and  thriving  towns  and  cities.  Thus  the* 
city  of  Jamestown,  with  over  30,000  population,  has  no  sav- 
ings bank;  while  Elmira,  with  over  35,000  population,  has 
but  one,  and  that  with  but  half  a  million  assets. 

From  the  viewpoint  of  intensive  results,  as  tested  by 
the  volume  of  patronage  accorded  these  institutions,  a  pe- 
rusal of  the  statistics  presented  in  this  volume  will  demon- 
strate that  in  some  places  the  trustee  bank  has  had  a  re- 
markable record.  For  instance,  in  Maine,  a  sparsely-settled 
State,  and  largely  of  a  rural  nature,  we  find  one  savings 
account  to  every  three  of  population.  jMore  remarkable  is 
Vermont,  the  "Green  Mountain  State,"  where  natural  con- 
ditions would  seem  to  be  much  more  hostile  to  such  develop- 
ment, we  find  thirty  per  cent,  of  the  population  having  sav- 
ings bank  accounts.  New  Hampshire  has  an  account  for 
every  21^,  while  Massachusetts  heads  the  list,  with  seventy- 
five  out  of  every  hundred.  New  York  has  one  to  ev^ery  three. 
"In  seeking  an  explanation  of  this  remarkable  success  of 
the  trustee  system,"  says  Hamilton,  "we  are  reminded  that 
New  England  is  singularly  separate  and  distinct  in  its  cus- 
toms, habits  and  ideals  from  the  rest  of  the  countrv.  Not- 
withstanding  the  large  foreign  population,  the  dominant 
type  is  more  homogeneous  and  more  Anglo-Saxon  than  it  \% 
in  any  other  section,  and  therefore  fixed  customs  have  been 
more  rigid  and  controlling.  Among  the  ideals  behind  the 
customs  and  institutions  must  be  noted  a  stern.  Puritanical 
sense  of  simple  living,  industry  and  providence,  and  this 
spirit  is  so  strong  as  to  be  well  calculated  to  give  color  and 
direction  to  the  philanthropic  impulse.  There  is  also  an 
unusual  amount  of  public  spirit,  of  collective  rather  than  a 
neighborlv  character,  as  seen  in  the  institution  of  the  town 
meeting."^ 
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Stock  Savings  Banks. 

The  stock  savings  bank,  where  it  is  a  savings  bank,  and 
not  a  bank  of  discount  under  a  savings  title,  differs  in  no  es- 
sential degree  from  the  mutual  institution.  The  mutual 
bank  belongs  to  the  depositors;  the  stock  bank  to  the  stock- 
holders. The  mutual  bank  pays  dividends  to  depositors 
only;  the  stock  bank  pays  dividends  to  both  stockholders  and 
depositors.  The  stock  bank  does  not  pretend  to  be  philan- 
thropic in  its  management.  It  is  purely  a  business  proposi- 
tion, and  where  the  investments  are  of  the  accepted  savings 
bank  type,  it  can  justly  claim  to  be  on  a  par  with  its  mu- 
tual friends,  provided,  of  course,  that  it  measures  up  to 
the  standard  in  its  management. 

As  is  implied  in  the  term  "stock,"  it  issues  capital  shares 
and  pays  dividends  thereon.  It  has,  therefore,  the  added 
protection  of  the  stockholder's  liability,  which,  together  with 
the  accumulated  surplus,  affords  the  element  of  strength  so 
necessary  in  all  financial  concerns.  It  usually  pays  the  de- 
positors a  stipulated  rate  of  interest,  and  the  profits  beyond 
this  belong  to  and  are  distributed  to  the  stockholders  as  div- 
idends. The  partnership  idea  is  entirely  lacking,  and  the 
depositors  get  what  they  bargain  for,  while  the  surplus  goes 
to  those  who  invest,  not  necessarily  their  savings,  but  their 
capitalj  and  assume  all  risks  of  the  business.  It  could 
not  in  law  or  equity  "scale  down"  its  deposits  to  make  good 
any  losses, — a  feature  peculiar  to  the  mutual  institution. 

In  this  respect  one  thing  is  certain:  In  so  far  as  safety 
is  concerned,  especially  in  a  young  bank,  the  stock  bank  with 
the  stockholders'  liability  is  surely  superior  to  the  mutual, 
unless  the  trustees  of  the  latter  are  of  such  high  order  ana 
of  such  financial  worth  as  to  be  able  and  wilUng  to  assume 
the  burden  of  any  losses  that  may  accrue  until  the  surplus 
or  guaranty  fund  affords  ample  protection.  This  was  the 
trouble  in  the  early  days  of  the  mutual  savings  banks  in 
England.  Frauds  and  defalcations  crept  in  and  brought 
heavy  losses  upon  the  banks,  and  there  being  no  guaranty 
funds  of  suffiicient  proportion  to  make  good  the  losses,  and 
the  protection  afforded  by  the  trustees  being  little  or  notli- 
ing,  the  burden  fell  upon  the  depositors  with  unusual  sever- 
ity, in  many  cases  the  losses  being  well  nigh  absolute.  The 
same  was  true  of  many  of  the  banks  that  failed  in  New 
York  in  the  seventies.     Had  the  interest  of  the  managers 
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been  financial  as  well  as  selfish,  sentimental  or  political,  it 
is  quite  likely  the  administration  would  have  been  of  higher 
order. 

Guaranty  Savings  Banks. 

New  Hampshire  is  the  only  State  in  which  "guaranty 
savings  banks"  will  be  found.  These  are  a  combination  of 
mutual  and  stock — a  cross  between  the  two.  They  do  not 
transact  a  commercial  business,  being  strictly  savings  banks 
in  their  functions,  yet  having  "special  deposits,"  which  to 
all  intents  and  purposes  are  capital  stock.  In  a  letter  from 
Hon.  R.  H.  Scammon,  Bank  Commissioner  for  New 
Hampshire,  to  the  author,  under  date  of  June  17,  1908, 
he  states  in  this  regard:  "The  guaranty  savings  bank  dif- 
fers from  the  ordinary  mutual  savings  bank  in  that  it  has 
capital  stock  or  special  deposits^  as  they  are  called.  It  pays 
A  certain  stipulated  rate  of  interest  to  its  general  depositors 
and  any  surplus  of  earnings  above  this  dividend  is  available 
for  dividends  on  the  capital  stock  or  special  deposits.  These 
special  deposits  constitute  a  guaranty  fund  for  the  general 
depositors^  and  the  charter  ordinarily  stipulates  that  the 
special  deposits  shall  always  equal  ten  per  cent,  of  the  de- 
posits.** 

The  New  Hampshire  laws  of  1893,  Chapter  52,  provide 
that  "Savings  banks  incorporated  and  doing  business  upon 
the  guaranty  system*  may  pay  such  rate  of  interest  as  may 
be  prescribed  or  agreed  to,  and  all  books  issued  by  such 
banks  recording  first  deposits  shall  state  therein  the  rate  of 
interest  to  be  paid,  and  no  changes  can  be  made  therefrom 
until  after  three  months'  notice  has  been  given  depositors. 
l^he  special  depositors  of  a  guaranty  fund  in  any  savings 
bank  incorporated  and  doing  business  under  the  guaranty 
system  may  vote  to  increase  the  said  guaranty  fund  at  any 
meeting  of  the  special  depositors  called  for  that  purpose. 
The  amount  of  the  increase  or  addition  to  said  fund  may  be 
subscribed  for  and  taken  by  the  special  depositors  of  said 
fund  in  proportion  to  their  special  deposits  or  by  other 
parties  in  case  of  failure  of  said  special  depositors  to  take 
and  pay  for  said  increase  or  addition  within  ninety  days. 
Said  increase  or  addition  to  the  guaranty  fund  may  be  on 
such  terms  of  preference  over  the  original  fund,  as  to  divi- 
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dends,  and  in  distribution  of  assets  as  shall  be  determined 
by  vote  of  the  special  depositors  at  the  meeting  when 
such  increase  or  addition  is  voted." 

In  thus  agreeing  to  pay  a  stipulated  rate  of  interest 
upon  deposits  one  of  the  fundamental  principles  of  mutual 
savings  banking  is  violated,  and  these  "special  deposits" 
are  therefore  in  the-  nature  of  capital  stock.  One  of  the 
underlying  principles  of  the  savings  bank  is  this:  Interest 
to  depositors  shall  only  be  paid  as  it  is  earned,  and  only 
that  which  is  earned  can  be  paid.  The  laws  of  New  York 
expressly  forbid  savings  banks  to  promise  interest  in  ad- 
vance, and  no  dividend  can  be  declared  until  it  has  been 
earned,  and  trustees  voting  for  dividends  in  excess  of  the 
earnings  are  liable  for  the  excess.  In  an  opinion  rendered 
by  the  Attorney-General  of  New  York  in  1887  it  was 
held  that  the  surplus  of  a  savings  bank  could  not  be  used 
in  declaring  dividends  as  this  was  for  the  protection  of  the 
depositors,  and  that  dividends  could  only  be  paid  out  of  the 
current  earningSj  including  accrued  interest,  less  expenses. 

This  is  not  to  say  that  such  institutions  are  not  savings 
banks  in  every  sense  of  the  word,  but  the  strictly  mutual 
feature  is  lacldng  in  the  specializing  of  part  of  the  deposits- 
and  paying  a  higher  rate  of  interest  on  these  deposits.  In 
New  York  State  savings  bank  cannot  take  a  "special  de- 
posit," but  in  New  Hampshire,  in  return  for  the  higher  in- 
terest rate,  the  special  depositors  assume  all  the  risk  of 
loss  or  depreciation,  and,  as  in  the  case  of  stock  concerns, 
they  would  be  the  first  to  suffer  in  the  event  of  insolvency. 

An  amendment  to  the  constitution  of  New  York  was 
adopted  November  3,  1874,  conforming  all  charters  of  sav- 
ings banks  or  institutions  for  savings  to  a  uniformity  of 
powers,  rights  and  liabilities,  and  "all  charters  hereafter 
granted  for  such  corporations  shall  be  made  to  conform  to 
such  general  law  and  to  such  amendments  as  may  be  made 
thereto.  And  no  such  corporation  shall  have  any  capital 
slock,  nor  shall  the  trustees  thereof  nor  any  of  them  have 
any  interest  whatever,  direct  or  indirect,  in  the  profits  of 
such  corporation,  and  no  director  or  trustee  of  any  such 
bank  or  institution  shall  be  interested  in  any  loan  or  use 
of  any  money  or  property  of  such  bank  or  institution  for 
savings." 
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Municipal  Savings  Banks. 

No  institution  of  a  character  similar  to  the  munidpai 
savings  bank  is  to  be  found  in  this  country.  Such  banks 
are,  however,  found  in  Austria,  France,  Italy,  Denmark, 
Sweden  and  Japan.  The  best  examples  are  to  be  found  in 
Germany,  where  they  have  been  in  operation  for  a  long 
period  of  years.  Hamilton  says  they  are  the  outgrowth 
of  the  municipal  pawnshop.  The  argument  for  the  muni- 
cdpal  savings  bank  is  this :  If  it  is  the  function  of  the  muni- 
oipahty  to  educate  the  people;  to  provide  libraries  and  hosr 
pitals;  to  maintain  police  and  fire  departments,  is  it  not  the 
duty  of  the  public  authorities  to  provide  savings  facilities 
also?  The  safeguarding  of  money  is  as  important  as  the 
safeguarding  of  property;  and  inasmuch  as  the  municipal- 
ity  guards  the  one,  why  not  the  other?  This  is  the  reason 
for  the  Postal  Savings  Bank.  While  Germany  has  no 
postal  system,  she  has  in  her  municipal  and  co-operative 
banks  not  only  a  good  substitute,  but  it  may  be  a  bet- 
ter one;  and  to  educate  the  people  in  the  thrift  habit  is 
as  conunendable  an  enterprise  as  to  provide  ample  school 
accommodations,  efficient  instruction,  parks,  sewers  and 
clean  streets.  The  reflex  benefits  cannot  but  be  helpful. 
In  fact,  any  agency  that  makes  a  man  a  better  man  makes 
him,  at  the  same  time,  a  better  member  of  society.  And  it 
is  with  this  in  mind  that  the  Germans  have  devised  their 
municipal  system  of  savings  institutions. 

This  form  of  sayings  banks  properly  belongs  to  a 
strong  class  of  municipalities.  They  can  only  thrive  in 
places  where  the  local  spirit  is  strong,  the  local  govern- 
ment pure,  and,  where  the  local  ofiicials  are  accustomed  to 
wield  a  large  measure  of  authority.  Accordingly,  they  have 
come  mto  being  and  met  with  success  in  those  countries 
where  the  early  history  of  the  town  made  a  large  measure 
of  local  autonomy  a  necessity.  Towns  of  this  class  possess 
the  public  spirit  and  the  intelligent  administration  required 
for  the  success  of  such  a  public  venture.  They  also  possess 
a  fund  of  gratuitous  public  service  among  the  citizens  which 
may  be  drawn  upon  when  occasion  requires.* 

The  typical  organization  consists  of  a  central  office  and 
a  system  of  substations  in  different  parts  of  the  city.    The 
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central  office  is,  as  its  name  implies,  centrally  located,  for 
the  convenience  of  the  working  classes,  and  the  substa- 
tions are  placed,  not  necessarily  where  they  will  pay^  as 
must  be  the  case  in  an  independent  institution,  but  where 
they  are  needed,  and  can  do  the  most  good,  such  as  factory 
districts,  etc.  Berlin  has  over  seventy-five  substations  and 
deposits  may  be  made  and  withdrawn  and  interest  col- 
lected at  any  of  them. 

In  countries  where  the  Postal  Savings  Bank  is  in  oper- 
ation and  business  may  be  done  through  the  carrier  there 
is,  of  course,  a  "walking  bank"  in  every  postman;  but  in 
order  to  accomplish  the  same  end  the  city  of  Frankfort- 
on-the-Main  has  inaugurated  a  collection  system — a  mes- 
senger going  from  place  to  place  for  the  purpose  of  receiv- 
ing deposits.  The  success  of  the  municipal  system  may  be 
seen  from  the  fact  that  as  many  as  one-fifth  of  the  .popu- 
lation in  five  of  the  German  States;  one-third  in  the  case 
of  eight  States,  and  one-half  in  the  case  of  five  States  are 
depositors  in  these  banks. 

A  Description  of  the  Central  Office. 

The  central  office  of  the  Berlin  bank  is  an  interesting 
place  during  office  hours.  It  is  of  imposing  and  beautiful 
exterior,  and  is  centrally  located  on  the  island  of  Spree. 
The  second  floor  is  occupied  by  administrative  offices,  and 
the  first  floor  by  the  offices  for  deposit  accounts.  These 
offices  present  the  appearance  of  an  aggregation  of  banks 
rather  than  a  single  institution.  A  series  of  seven  or  eight 
deposit  places,  one  following  the  other,  and  each  bearing  a 
number,  and  each  equipped  with  a  complete  complement 
of  bookkeepers  and  tellers,  are  grouped  about  a  large  room. 
In  spite  of  the  numerous  substations  there  is  always  a 
crush  at  the  central  stations  at  the  opening  hour,  and  the 
new-comer  might  be  bewildered  were  it  not  for  the  excellent 
administrative  organization.  The  stranger  is  ushered  to  one 
of  the  departments,  which  thereafter  he  will  seek  at  once. 
Thus  the  crowd  breaks  up  into  as  many  groups  as  there  are 
departments  in  the  office.  All  rush  and  confusion  in  these 
little  groups  is  avoided  by  a  system  of  numbered  checks. 
One  is  given  to  each  patron  in  the  order  of  his  coming, 
which  preserves  his  place  in  lieu  of  standing  in  line,  and  he 
may  await  the  calling  of  his  number  in  a  comfortable  chair. 
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All  the  writing  is  done  by  clerks,  no  deposit  slips  or  with-- 
drawal  orders  being  required.  Mistakes  and  embarrass- 
ments on  the  part  of  the  depositors  are  thus  avoided.  This 
provision,  while  intended  for  the  convenience  of  the  poorer 
classes,  is  open  to  criticism,  in  that  it  exposes  the  accomits 
to  a  danger  of  loss  by  the  theft  or  losing  of  the  books. 
The  money  is  paid  upon  verbal  request  of  the  holder  of  the 
book,  which  is  thus  rendered  as  tempting  to  the  dishonest  as 
cash.  The  only  protection  is  the  provision  that  no  more 
than  100  marks  may  be  withdrawn  in  a  single  month  with- 
out special  authority.* 

Savings  institutions  exist  at  present  in  Germany  in  great 
variety  and  number,  including  State  or  Province  Savings 
Banks,  City  Savings  Banks,  Township  Savings  Banks, 
County  Savings  Banks,  Bezirk  Savings  Banks,  Private 
Savings  Banks,  and  Co-operative  Savings  Banks. 

The  deposits  are  practically  all  guaranteed  by  the  vari- 
ous municipalities  of  the  Empire,  which  condition  forms  a 
bulwark  of  confidence  in  the  seclirity  of  private  wealth  and 
earnings  that  cannot  be  shaken  by  hard  times,  panics,  bank 
failures,  etc: 

An  examination  of  what  might  be  termed  the  financial 
page  of  a  local  daily  paper  discloses  the  advertisements  of 
five  different  institutions  absolutely  insuring  savings  and 
trust  funds,  and  paying  from  three  and  one-half  to  four 
per  cent,  per  annum  interest  on  the  same.  These  adver- 
tisements are  explanatory  and  helpful  toward  a  general 
understanding  of  a  condition  that  is  practically  universal 
throughout  the  German  Empire,  and  which,  so  far  as  the* 
establishment  of  confidence  is  concerned  and  the  encourage- 
ment from  this  standpoint  as  well  as  the  receipt  of  a  good 
fair  rate  of  interest  for  money  deposited,  would  seem  to 
leave  nothing  to  wish  for  in  the  way  of  bringing  into  use 
and  circulation  the  savings  and  cash  possessions  of  the 
whole  population.  It  will  be  seen  that  the  municipal  or 
dty  government  stands  good  for  the  deposits  with  its  tax- 
ing powers,  which  puts  such  deposits  on  exactly  the  same 
basis,  so  far  as  security  goes,  as  a  city  or  county  bond,  which 
is  perhaps  as  good  a  guaranty  as  has  been  devised.  At  any 
rate  the  thrifty  German  considers  himself  well  secured  by 
the  guaranty  of  his  own  city. 


Humilton,  p.  267. 


THE  SAVINGS  BANK  AS  AN  INSTITUTION  75 

GuAEANTY  Against  Loss. 

Of  the  five  mentioned  advertisements  of  savings  banks 
in  the  local  newspaper,  two  will  serve  as  illustrative  of  the 
whole : 

(1)  Open  on  working  days  from  8:80  a.  m.  to  1  p.  m., 
and  from  8  to  6  p.  m.;  depositors  guaranteed  by  the  ad- 
minisitration ;  interest  on  deposits  four  per  cent.;  withdraw- 
als on  demand;  safety  vaults  rented;  family  pass  books 
issued. 

(2)  Open  every  working  day  from  9  to  12  a.  m.,  and 
from  8  to  5  p.  m. ;  also  on  Saturdays,  as  well  as  on  the  first 
and  last  working  days  of  the  month,  until  6  p.  m.;  savings 
deposits  guaranteed  by  the  city  of  Hanover;  interest  three 
and  one-half  per  cent.  For  deposits  made  on  the  first  five 
working  days  of  the  month  interest  is  allowed  from  the 
first  day  of  the  month;  in  other  cases  interest  begins  on  the 
first  of  the  following  month.  On  deposits  recalled  on  the  last 
working  day  of  the  month  interest  is  allowed  for  the  month. 
As  a  rule  deposits  may  be  withdrawn  without  term  of  no- 
tice.  In  addition  to  the  ordinary  savings  bank  pass  books, 
books  for  wards  as  well  as  time-deposit  books  and  rent 
saving  pass  books  are  issued. 

With  one  exception — where  a  city  savings  bank  was 
looted  many  years  ago  by  the  director,  the  defalcation  be- 
ing at  once  made  good  by  a  special  tax — I  have  failed  to 
elicit  any  information  regarding  bankruptcy  or  failure  of 
any  of  these  savings  institutions  in  Germany.  In  speak- 
ing of  the  soundness  of  municipal  savings  banks,  the  direct- 
or of  the  Hanover  City  Savings  Bank  says :  "Failures  of  city 
savings  banks  are  now  impossible,  so  that  losses  up  to  the 
present  time  have  been  out  of  the  question,  either  for  the 
depositor  or  for  the  guarantor." 

Large  Number  of  Deposits — Profits  Applied  to 

Municipal  Uses. 

The  two  municipal  savings  banks  of  Hanover  carry  only 
savings  accounts.  The  total  amount  of  deposits  in  these 
two  institutions  is  91,257,909  marks  ($21,719,882).  The 
total  number  of  accounts  in  the  two  banks  is  very  large, 
being  149,615,  making  the  average  for  each  accoimt  about 
$150.    This  figure  makes  a  favorable  showing  of  the  econo- 
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mic  standing  of  the  community  when  the  large  number  of  de- 
positors is  considered  in  relation  to  the  population. 

The  profits  of  these  institutions,  after  the  creation  of  a 
reser\^e  fund  which  shall  amount  to  ten  per  cent,  of  the  de- 
posits, go  to  the  city,  and  are  used  for  charities  and  cor- 
rections and  for  beautifying  the  city  streets,  squares  and 
parks.  Thus  a  sense  of  municipal  pride  and  patriotism  is 
appealed  to;  and  with  the  highest  form  of  guaranty  of 
safety,  the  payment  of  a  fair  and  liberal  rate  of  interest, 
the  establishment  of  numerous  branches  for  receiving  de- 
posits, and  the  adoption  of  hours  suitable  to  the  convenience 
of  working  people,  the  German  savings  banks  set  a  fine 
example  to  other  countries.* 

Savings  banks  (Sparkassen)  have  been,  for  many  years, 
conducted  by  the  leading  cities  and  towns  in  all  parts  of 
Germany  as  well  as  by  many  private  manufacturing  con- 
cerns for  their  employees.  These  institutions  are  patron- 
ized chiefly  by  people  whose  savings  are  small,  and  take  the 
place  to  a  considerable  extent  of  the  savings  banks,  build- 
ing associations,  etc.,  in  the  United  States.  Those  under 
municipal  control  have  the  credit  of  town  or  city  back  of 
them.  The  conditions  as  to  rate  of  interest,  terms  of 
withdrawal,  etc.,  are,  as  a  rule,  less  favorable  than  those 
of  the  larger  savings  banks  in  American  cities,  but  the  in- 
stitutions are  generally  well  conducted  and  patronized. 

"Latitude  is  given  to  the  municipal  authorities  in  the  in- 
vestment of  the  funds  of  the  banks.  The  institutions  are 
municipal  institutions  and  are  left  chiefly  to  the  good  faith 
and  judgment  of  the  municipal  officers.  The  annual  state- 
ments and  accoimts  are  subject  to  the  examination  and  con- 
trol of  State  authorities. 

"The  City  Savings  Bank  in  Nuremberg  has  been  in  oper- 
ation since  1821.  Its  depositors  at  first  were  limited  to  cer- 
tain classes,  such  as  employees  in  factories,  day  laborers, 
apprentices,  etc.  Since  1874  it  has  been  open  to  all  classes 
desiring  to  make  deposits  in  sums  from  1  mark  (28.8  cents) 
to  8,000  marks  ($714).  From  1875  to  1888  the  rate  of  in- 
terest was  8  1-2  per  cent.;  since  1888  it  has  been  8  per  cent. 
On  deposits  made  within  the  first  5  days  of  the  month  in- 
terest is  reckoned  as  from  the  first  of  the  month,  otherwise 
from  the  beginning  of  the  following  month." 


•Report  of  Consul  Robert  J.  Thompson,  Hanover. 
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People's  Banks.* 

The  cooi>erative  banks  of  Europe,  otherwise  called 
"PeopIe*s  Banks,"  are  essentially  savings  banks,  in  that 
they  depend  for  their  working  capital  upon  the  accumu- 
lated savings  of  their  members.  They  are  teaching  their 
members  to  look  upon  money  not  as  a  mere  possession  to 
be  hoarded,  but  as  an  "implement  of  work,"  and  as  such  an 
implement  worth  hiring  at  a  price.  They  reach  even  the 
I>oorest  of  the  people,  and  where  the  combined  savings  of 
their  membership  is  not  sufficient  to  finance  the  operations 
that  fall  to  them,  they  borrow  upon  the  strength  of  their 
miited  credit. 

The  aims  of  these  banks  are  first  economic,  to  enable  the 
economically  weak  to  make  themselves  financially  strong  by 
the  power  of  combination;  second,  moral,  to  bring  the  mem- 
bers  together  in  a  unity  of  interests  and  to  develop  charac- 
ter by  making  thrift  and  good  habits  the  groundwork  of 
their  operations;  third,  educational,  to  train  in  business 
methods  and  in  the  handling  of  money  those  whose  scope 
has  been  narrow  and  whose  experiences  have  been  few  in 
this  regard. 

Cooperative  banking  appeals  to  the  man  who  has  noth- 
ing but  good  character  and  can  use  money  at  a  price  and  is 
willing  to  pledge  his  all  that  he  might  obtain  it.  It  appeals 
to  him  as  a  saver  because  he  knows  that  his  savings  are  be- 
ing used  in  certain  ways  and  can  see  for  himself  that  the 
funds  are  loaned  in  a  legitimate  manner. 

The  principal  object  of  cooperative  banking  is  to  make 
association  a  means  whereby  credit  may  be  obtained  without 
high  cost,  and  by  those  who  could  obtain  it,  if  at  all,  only 
under  difiicult  and  usurious  conditions.  It  also  provides  a 
method  by  which  the  saver  can  loan  the  borrower  to  their 
mutual  advantage,  and  when  the  savings  accumulations  be- 
come exhausted,  to  borrow  collectively  in  order  that  they 
might  lend  individually. 

In  the  establishment  of  these  banks,  the  cardinal  rules 
have  been:  Maximum  of  responsibility,  minimum  of  risk, 
maximum  of  publicity.  To  secure  the  maximum  of  respon- 
sibility, unlimited  liability  has  been  accepted  by  the  mem- 


*Rcadcrs  interested  in  this  subject  will  find  niiu-h  of  interest  in  th<*  works 
of  Henry  Wolff,  who  covers  every  phase  of  cooj>erative  l)anking. 
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bers ;  that  is,  each  one  pledging  his  all  for  tihe  good  of  all ; 
and,  second,  to  secure  the  minimum  of  risk,  character  is 
made  the  basis  of  membership  and  good  habits  the  prime 
requisite  for  membership.  No  investments  are  made  in 
speculative  enterprises,  and  the  purposes  for  which  the 
money  is  borrowed  are  closely  inquired  into  and  due  care 
taken  that  the  funds  shall  be  applied  for  such  purposes  only. 
To  secure  the  maximum  of  pubUcity  the  action  of  the  bank 
in  all  matters  is  given  the  widest  publicity  possible  in  order 
that  the  work  may  have  public  inspection.  The  district  is 
more  or  less  restricted,  especially  in  the  "village  banks,** 
and  since  the  qualifications  are  moral  rather  than  financial, 
a  high  degree  of  excellence  is  obtained  in  the  character  of 
the  members.  Inasmuch  as  the  integrity  of  the  borrower  is 
a  prerequisite  to  borrowing,  the  losses  have  been  exception- 
ally few  and  light.  It  cannot  be  otherwise,  where  the  loan 
is  watched  with  the  closest  scrutiny ;  for  the  moment  the  se- 
curity becomes  doubtful,  the  loan  is  called. 

The  result  of  these  simple  rules  has  been  that  the  poor 
have  proven  as  good,  if  not  better,  creditors  than  the  rich; 
for  once  losing  credit  they  can  never  regain  it  except  by 
the  slow  process  of  years  of  good  behavior. 

The  great  pioneers  in  the  "People's  Banks"  were  Raif- 
feissen  and  Schulze-Delitzsch.  They  fully  appreciated  that 
any  system  that  would  succeed  must  descend  to  the  level  of 
its  beneficiaries  and  they  have  admirably  adapted  the  co- 
operative idea  of  banking.  "They  knew,"  says  Mary  Wil- 
cox Brown,  in  the  "Development  of  Thrift,"  "that  co-op- 
eration is  something  more  than  merely  working  together; 
that  real  co-operation  means  a  willingness  to  subordinate 
personal  advantage  to  the  general  good,  and  that  if  co- 
operation is  to  become  an  economic  force  it  must  have  some 
higher  ideal  than  the  mere  economic  gain — it  must  be  in- 
spired by  an  ethical  motive." 

The  first  Raiffeissen  loan  bank  was  founded  in  1849  in 
a  little  G^erman  village,  and  not  until  five  years  later  was  a 
second  founded.  In  1862  a  third  venture  was  made,  but  by 
1910  the  number  of  these  banks  in  Europe  had  grown  to  be 
over  40,000,  with  8,000,000  members  and  a  biUion  dollars 
of  resources.  In  1898,  the  year  of  the  terrible  drought, 
they  proved  their  great  usefulness  by  the  way  in  which  they 
came  to  the  assistance  of  the  distressed  husbandmen,  to 
whom  they  were  able  to  render  more  practical  help  than  was 
the  State  itself.     Up  to  1896  they  could  personally  boast  that 
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*'neither  member  nor  creditor  has  ever  lost  a  pemiy  through 
us." 

In  the  formation  of  such  banks  the  first  consideration 
is  whether  each  member  is  reliable.  The  members  as  a  body, 
as  well  as  individually,  are  interested  in  protecting  the  moral 
standard  of  their  bank,  because  they  know  that  each  is 
pledged  to  share  the  burden  of  loss  thrown  by  a  defaulting 
member  on  the  bank.  To  assure  a  thorough  knowledge  of 
the  moral  standing  of  every  member,  the  operations  of  the 
bank  must  be  confined  to  a  limited  district,  and  each  ap- 
plication for  membership  must  be  carefully  examined.  No 
distinction  is  recognized  between  the  different  members,  but 
it  has  been  found  advisable  to  have  a  few  rich  men  in  each 
bank,  and  as  they  have  to  bear  the  brunt  of  the  liability, 
they  have  often  been  given  a  principal  part  in  the  admin- 
istration. A  rich  man  may  help  a  rural  bank  by  contrib- 
uting a  small  gift  toward  the  expense  of  starting  and  by 
making  deposits  so  as  to  attract  other  savers;  but  his  chief 
usefulness  can  lie  in  sharing  the  conmion  liability  and  by 
taking  part  in  the  administration,  provided  no  spirit  of  pat- 
ronage be  introduced  and  the  "cardinal  principle"  of  the 
bank,  equality,  be  maintained.  The  council  of  such  a  bank 
i?  composed  of  volunteer  workers,  the  only  paid  officer  be- 
ing the  cashier,  to  ensure  whose  honest  discharge  of  his 
duties  a  frequent  and  careful  auditing  of  the  accounts  is 
required.  In  the  formation  of  these  banks  it  was  fully  real- 
ized that  "the  poor  man  has  no  credit  because  he  is  desti- 
tute, and  he  is  destitute  because  he  has  no  credit,"  therefore 
the  only  pledge  he  can  give  of  his  reliability  is  his  labor. 
As  they  were  intended  to  reach  those  who  had  neither  cred- 
it nor  cash,  they  issued  no  shares  and  had  no  entrance  fee. 

Now,  owing  to  legislative  enactment,  it  is  required  that 
such  associations  issue  shares,  but  the  amount  of  each  share 
is  so  small  that  it  does  not  debar  anyone  from  membership. 
It  was,  also,  the  purpose  of  the  founder,  that  there  should 
be  no  dividends,  because  the  declaring  of  dividends  might 
tempt  shareholders  to  charge  a  high  interest  for  the  use  of 
their  money  and  so  confute  the  object  of  the  establishment 
of  the  banks.  The  banks  are  now  required  to  declare  divi- 
dends, but,  instead  of  enriching  the  shareholders,  the  divi- 
dends are  placed  in  a  reserve  fund,  and  so  strengthen  the 
banks  and  lessen  the  liability  of  the  members.  If  the 
reserve  fund  should  become  imnecessarily  large,  a  part  of 
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it  may  be  used  for  some  public  service.  It  can  be  seen 
that  there  is  little  temptation  to  charge  borrowers  a  high 
rate  of  interest,  the  rate  having  to  be  determined  only  by  the 
amount  that  the  bank  has  to  pay  for  the  use  of  money  bor- 
rowed by  it.  The  difference  need  be  great  enough  only  to 
meet  the  cost  of  administration  and  of  accumulating  a  small 
reserve  fund.  One  advantage  of  these  mutual  credit  banks 
must  not  be  lost  sight  of,  i.  e,,  that  they  are  most  valuable 
depositories  for  the  savings  of  their  members. 

From  what  has  been  said,  it  would  seem  that  borrowing 
is  made  easy,  but  such  is  not  the  case.  The  principle  on 
which  all  loans  is  made  is  that  the  money  be  used  for  some 
productive  purpose,  not  for  "stopping  a  hole."  The  bor- 
rower must  clearly  state  therefore  what  is  the  use  that  he 
intends  to  make  of  his  loan,  and  he  is  obliged  to  use  the 
.  money  in  the  way  he  has  indicated.  He  gives  a  note  of  hand, 
generally  indorsed  by  one  or  more  securities,  and  he  is  re- 
quired to  pay  interest  and  principal  promptly.  In  rural 
districts  it  is  found  that  a  longer  time  must  be  allowed  for 
the  repayment  of  a  loan  than  in  cities.  Fifteen  per  cent,  of 
the  loans  of  the  Raiffeissen  banks  are  granted  for  one  year 
or  less,  forty-three  per  cent,  for  from  one  to  five  years, 
thirty-four  per  cent,  for  from  five  to  ten  years,  and  eight 
per  cent,  for  a  longer  period  of  time.  If  the  loan  were 
made  to  repair  some  failure  through  loss  by  accident,  such 
as  damage  to  buildings  or  to  crops,  repayment  may  be 
expected  in  two  years;  if  to  purchase  live  stock,  in  three 
years;  and  if  to  acquire  land,  or  to  build,  in  eight  years. 

If  the  council  feel  at  any  time  that  the  loan  is  not  being 
well  used,  the  money  may  be  called  in;  but  if,  on  the  con- 
trary, it  is  being  productively  used,  the  time  for  which  it 
was  granted  may  be  extended.  No  one  feels  a  hesitancy  in 
speaking  of  the  mismanagement  of  a  member  who  has  it 
in  his  power  to  bring  discredit  on  his  bank  or  loss  to  it, 
so  there  is  no  difficulty  in  getting  persons  to  check  the  use 
the  individual  makes  of  his  loan. 

These  banks  have  had  no  difficulty  in  getting  sufficient 
money  to  meet  the  demands  made  on  them.  What  is  needed, 
in  excess  of  the  savings  or  other  deposits,  is  raised  by  bor- 
rowing from  non-members.  Their  credit  is  so  good  that 
they  find  it  easy  to  borrow  either  from  individuals  or  from 
public  banks.  In  1866  and  1870,  the  years  of  the  Austro- 
Prussian  wars,  deposits  were  withdrawn  from  other  banks 


THE  SAVINGS  BANK  AS  AN  INSTITUTION  81 

to  be  "pressed  on  the  Raiffeissen  banks  for  safe  keeping." 
The  increasing  number  of  banks  led  to  the  organization 
of  a  central  bank,  which  derives  its  strength  from  the  local 
association,  and  encourages  the  formation  of  new  banks. 
Cooperative  insurance,  and  cooperative  dairies,  cooperative 
hop  and  vine  growing,  and  cooperative  buying  and  selling 
of  farm  products,  have  been  encouraged  by  the  banks,  which 
are  especially  ready  to  furnish  money  for  the  use  of  any 
such  enterprises.* 

Cooperative  Credit. 

Cooperative  credit  cannot  thrive  where  the  people  who 
are  to  be  its  members  are  not  aware  that  they  need  such  an 
institution;  there  must  first  be  willing  hands  to  establish  it 
and  then  willing  hands  to  patronize  it,  and  willing  hands  to 
support  it;  its  main  support  must  be  from  the  inside  and 
not  from  the  outside.  There  should  be  no  duress  or  undue 
persuasion — no  beating  of  the  big  drum,  as  it  were — for 
membership  should  be  a  privilege  to  be  asked  for,  and  not 
a  gift  to  be  thrust  upon  unwilling  people. 

The  most  distinguished  person  should  be  made  welcome; 
he  may  be  of  use;  but  the  humblest  should  be  as  welcome, 
and  both  should  be  on  the  same  footing.  The  bank,  as 
Wolff  remarks,  cannot  have  wealthy  men  governing  while 
others  obey ;  rich  men  limiting  their  liability,  while  the  poor 
man  risks  his  all;  rich  men  permitted  to  withdraw  their 
liability  at  pleasure,  while  the  poor  man  remains  still  obli- 
gated. Such  distinctions  are  not  to  be  tolerated  under 
either  system.  Whether  unlimited  liability,  or  share  liability, 
the  chief  power  must  be  vested  in  the  members  collectively. 
Everyone  of  them  contributes  his  own  share  in  money  or 
else  in  liability ;  the  holdings  may  differ,  but  on  that  account 
no  difference  should  be  allowed,  because  cooperative  bank- 
ing is  a  union  not  of  capital  but  of  persons. 

The  wealthy  member's  unlimited  liability  may  mean 
more  in  money  than  the  poor  man's,  but  to  the  poor  man  liis 
own  liability  means  every  bit  as  much;  he  will  be  found  as 
eager  as  the  rich  man  to  protect  it. 

The  administration  is  democratic.  First,  there  is  a 
committee  of  management,  to  whom  is  entrusted  the  election 


•Development  of  Thrift,  pp.  104-113. 
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of  new  members,  the  selection  of  salaried  or  non-salaried 
officers,  fixing  the  rate  of  loans,  the  rate  of  interest  charged 
on  loans,  the  rate  of  interest  paid  on  deposits,  auditing 
accounts  of  officers,  and  general  supervision  of  the  bank. 
Next  comes  the  Council  of  Inspection,  who  are  not  usually 
paid  a  fee,  and  whose  duty  it  is  to  meet  frequently  and 
review  the  transactions  of  the  society,  inquire  into  the  loans 
and  securities,  the  position  of  borrowers,  and  in  every  re- 
spect to  see  that  the  rules  of  the  society  have  been  carried 
out.  There  is  next  the  Conunittee  which  carries  out  the 
administrative  work;  in  this  respect  its  duties  are  similar  to 
the  cashier  of  a  bank;  it  is  an  executive  head.  And  lastly, 
we  have  the  General  Meeting;  the  supreme  authority  of  the 
society  is  vested  in  the  General  Meeting  of  its  members,  in 
which  everyone  has  a  single  vote. 

Postal  Savings  Bank. 

The  Postal  Savings  Bank  is  not  a  bank,  or  a  banking 
system,  so  much  as  it  is  an  adjunct  of  the  Government;  for 
the  fundamental  idea  is  that  through  the  post  office  the 
Government  holds  itself  out  as  willing  to  accept  the  savings 
deposits  of  the  people,  invest  them  in  its  own  securities  and 
become  absolutely  responsible  for  the  safe  return  of  the 
funds  when  called  for,  with  a  nominal  rate  of  interest. 

Such  savings  agencies  may  be  found  in  the  United 
Kingdom,  Canada,  the  United  States  (since  January  1, 
1911),  France,  Italy,  Belgium,  Russia,  Netherlands,  Aus- 
tria, Hungary,  Sweden,  Egypt,  and  the  Philippine  Islands 
— ^in  fact  all  the  leading  countries  of  the  world  except  Ger- 
many and  Switzerland  now  operate  the  Postal  Savings  Banks. 
While  the  rules  may  differ  in  the  details,  the  general  scheme 
is  the  same,  and  a  review  in  brief  of  the  system  of  Great 
Britain  will  serve  to  illustrate  the  methods  of  operation  of 
such  an  institution. 

The  present  system  was  established  in  England  in  1861. 
The  deposits,  at  whatever  office  they  may  be  made,  can  be 
withdrawn  from  any  other  office  which  transacts  a  savings 
bank  business.  The  accounts  are  kept  in  London  and  all 
moneys  are  remitted  to  the  headquarters,  where  it  is  handed 
over  to  the  Commissioners  for  the  Reduction  of  the  National 
Debt,  who  invest  the  funds  in  public  securities. 

Deposits  may  be  made  as  low  as  one  shilling  or  multiples 
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thereof,  and  the  limit  of  deposits  for  an  individual  is  $150 
during  one  year  or  $650  in  all.  Charitable  societies  may 
deposit  without  limit,  and  soldiers,  wherever  stationed,  may 
deposit  their  savings.  Each  individual  is  limited  to  one 
account.  For  the  benefit  of  youthful  depositors,  who  have 
not  a  shilling  to  deposit,  cards  are  issued  upon  which  stamps 
are  placed  as  purchased,  and  when  filled  represent  one 
shilling,  and  may  be  turned  in  as  cash.  School  managers 
are  urged  to  bring  this  plan  to  the  attention  of  the  pupils, 
and  it  has  been  productive  of  good  results,  over  5,000 
schools  having  adopted  this  system.  The  interest  rate  is 
fixed  at  two  and  one-half  per  cent,  and  never  varies.  Cal- 
culations are  made  from  the  first  of  the  month  following 
the  deposit  to  the  last  of  the  month  preceding  the  with- 
drawal. After  December  1st  of  each  year  the  interest  is 
added  to  the  principal. 

When  the  depositor  moves,  the  accoimt  may  be  trans- 
ferred to  the  nearest  depository  without  loss  of  interest. 
Deposits  as  well  as  withdrawals  may  be  made  through  an 
office  other  than  the  original  place  of  deposit.  Withdrawals 
may  be  made  by  telegraph,  which  service  is  furnished  by  the 
same  branch  of  government  and  is  in  the  same  office.  Two 
methods  for  such  withdrawals  are  provided,  either  by  tele- 
graphing the  order  to  the  home  office  to  forward  the  money, 
or  to  telegraph  the  warrant  and  have  it  paid  within  an  hour 
or  two. 

A  system  of  government  annuities  is  provided  for,  by 
which  the  depositor  is  enabled  to  purchase  an  annuity 
through  the  postal  system.  The  money  is  received  at  the 
savings  bank  and  likewise  paid  through  the  bank.  The  bank 
also '  acts  as  agent  in  the  investment  of  funds  for  its  de- 
positors. Any  person  desiring  to  make  such  investment 
can  do  so  through  the  agency  of  the  Postal  Bank  at  a 
triffing  expense.  He  may  transfer  his  deposit  or  make  a 
specific  deposit  for  this  purpose.  Sales  may  also  be  made 
through  the  same  channel. 

American  Postal  Savings  Banks. 

The  Postal  Savings  Bank  System  of  the  United  States, 
which  began  operations  January  8d,  1911,  by  the  opening  of 
a  postal  savings  bank  in  each  state,  is  under  the  control  of 
a  Board  of  Trustees,  consisting  of  the  Postniaster-G^neral, 
the  Secretary  of  the  Treasury  and  the  Attorney-G^eneral. 
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Any  person  over  ten  years  of  age  may  deposit,  but  no 
person  shall  have  more  than  one  postal  savings  bank  ac- 
count in  his  or  her  own  right.  Upon  making  the  first 
deposit,  a  deposit  pass  book  is  issued. 

The  lowest  deposit  permitted  is  one  dollar,  the  limit  be- 
ing $100  in  a  calendar  month;  but  to  provide  for  small  de- 
posits, a  postal  savings  card  is  issued  for  ten  cents,  to  which 
may  be  attached  postal  savings  stamps,  which  when  filled 
will  be  accepted  in  lieu  of  one  dollar. 

The  interest  rate  allowed  is  two  per  cent.,  credited  once 
a  year,  and  the  highest  balance  permitted  is  $1,000  exclusive 
of  interest  credited,  to  one  person.  Additional  deposits  up 
to  $1,000  may  be  made,  however,  upon  which  no  interest  is 
paid.    Withdrawals  may  be  made  on  demand. 

The  f  imds  so  received  are  to  be  deposited  in  national  and 
state  banks.  Five  per  cent,  of  these  deposits  shall  be  with- 
drawn and  kept  in  the  Treasury  of  the  United  States  as  re- 
serve. Before  becoming  a  depository,  the  bank  must  fur- 
nish as  security  accepted  bonds,  and  it  is  the  intent  of  the 
law  to  distribute  the  deposits  pro  rata  among  the  banks 
qualifying  in  proportion  to  the  capital  and  surplus  of  the 
qualifying  banks,  the  limit  being  an  amount  equal  to  the 
paid-up  capital  and  one-half  the  surplus.  The  minimum 
interest  rate  paid  by  banks  to  the  government  on  the  postal 
deposits  shall  be  2i/4  per  cent.  Xot  over  thirty  per  cent, 
of  the  amount  of  such  funds  may  be  withdrawn  by  the  trus- 
tees for  investment  in  United  States  bonds,  and  it  is  the 
intent  of  the  act  that  the  residue  of  such  funds,  amounting 
to  sixty-five  per  cent.,  shall  remain  on  deposit  in  the  banks 
in  each  state  and  territory  willing  to  receive  the  same  under 
the  terms  of  the  act,  but  mav  be  withdrawn  for  investment 
in  bonds  under  the  direction  of  the  President,  **when  in  his 
judgment,  the  general  welfare  and  interests  of  the  United 
States  so  requires."  Provision  is  also  made  for  the  conver- 
sion of  savings  bank  deposits  into  United  States  bonds,  at 
the  request  of  depositors. 


CHAPTER  VII 

SAVINGS   BANKS   IN   THE   UNITED    STATES 

If  a  line  be  drawn  from  the  northern  extremity  of 
Maine  to  St.  Vincent,  Minn.;  thence  to  Kansas  City,  Mo.; 
and  thence  to  Richmond,  Va.,  it  will  include  all  savings 
banks,  but  onCj  that  conform  to  the  definition  found  in 
Chapter  III,  page  25.  This  is  not  to  say  that  all  the  savings 
banks  of  the  United  States  are  here  included;  but  all  the 
mutualj  except  one,  are  to  be  found  within  these  confines.* 

MuTUAi.  Savings  Banks.! 

The  mutual  savings  banks  of  the  United  States  are  lo- 
cated mainly  in  manufacturing  centers  and  towns  of  the 
New  England  and  Eastern  States,  there  being  only  21  re- 
porting institutions  of  this  character  in  other  sections  of  the 
country,  namely,  1  in  West  Virginia,  3  in  Ohio,  5  in  In- 
diana, 4  in  Wisconsin,  7  in  Minnesota,  and  1  in  California. 

The  resources  of  this  class  of  banks  aggregate  $4,547,- 
941,986.84  and  their  deposits  amount  to  $4,186,976,600.64, 
credited  to  8,592,271  depositors,  the  average  deposit  account 
being  $487.30. 

The  following  statement  shows  the  number  of  mutual 
savings  banks  reporting,  the  number  of  depositors,  the  ag- 
gregate deposits,  and  the  average  deposit  account  for  each 
vear  from  1908  to  1916: 


Year         Banks 

1908 676 

1909 642 

1910 688 

1911 635 

1912.... 630 

1918 623 

1914 684 

1915 680 

1916 622 

*To  be  geographically  correct,  the  line  would  have  to  curve  southward  in 
order  to  include  all  five  savings  banks  o/  Indiana. 

tFrom  report  of  Comptroller  of  the  Currency  for  1916. 
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Average 

to  each 

Depositors 

Deposits 

Depositor 

7,137,481 

$3,065,686,012 

$429.52 

7,204,579 

8,144,584,874 

435.66 

7,481,649 

3,360,563,842 

449.17 

7,690,973 

3,460,575,072 

449.95 

7,851,377 

8,608,657,828 

459.62 

8,101,238 

8,769,555,330 

465.31 

8,277,359 

3,915,626,190 

478.05 

8,307,787 

3,950,666,362 

475.58 

8,592,271 

4,186,976,600 

487.30 

T 


S6       THE  SAVINGS  BANK  AND  ITS  PRACTICAL  WORK 

The  resources  of  the  mutual  savings  banks  are  classified 
as  follows:  Loans,  $2,221,426,717.93;  investments  in  bonds, 
securities,  etc.,  $1,999,131,810.54;  banking-house  furniture 
and  fixtures,  $39,811,988.37;  other  real  estate  owned,  $19,- 
452,143.50;  due  from  banks,  $210,919,583.66;  checks  and 
other  cash  items,  $2,753,380.16;  cash  in  bank,  $26,135,- 
692.28;  all  other  resources,  $28,810,670.40. 

The  liabilities  are  classified  as  follows:  Surplus,  $803,- 
300,757.57;  undivided  profits,  $51,380,612.85;  due  to  banks, 
$868,586.72;  individual  deposits,  $4,186,976,600.64;  postal- 
savings  deposits,  $943,593.78;  all  other  liabilities,  $4,471,- 
885.28. 

The  average  rate  of  interest  paid  on  deposits  in  mutual 
savings  banks  in  1916  was  3.95  per  cent,  against  3.88  per 
cent,  in  1915  and  3.86  per  cent,  in  1914. 

The  following  table  shows  the  imniber  of  depositors  in 
mutual  savings  banks,  the  aggregate  deposits,  and  the  aver- 
age amoimt  due  to  depositors,  in  the  States  indicated,  on 
June  80,  1916: 


State  Banks 

Maine 48 

New  Hampshire. ...   47 

Vermont    20 

Massachusetts    195 

Rhode  Island 15 

Connecticut    80 

Total    405 

New  York Ill 

New  Jersey 24 

Pennsylvania   11 

Delaware    2 

Maryland    18 

Total    196 

West  Virginia 1 

Ohio    3 

Indiana    5 

Wisconsin    4 

Minnesota    7 


Average 
to  each 

Depositors 
289.500 

0 

Deposits 
$99,546,046.12 

Depositor 
$415.46 

202,209 

101,481,017.52 

501.86 

116,812 

56,071,818.82 

480.01 

2,419,914 

975,365,518.29 

408.06 

157,445 

88,348,735.47 

561.11 

658,947 

838,899,894.47 

518.24 

8,789,827 

$1,659,708,080.69 

$437.94 

8,385,538 

$1,883,242,203.58 

$564.60 

801,943 

120,388,076.18 

398.69 

615,687 

288,502,832.12 

462.49 

36.691 

0 

13,362,876.51 

364.19 

246,162 

99,587,966.31 

404.36 

4,436,021 

$2,355,028,954.70 

$530.89 

6,181 

$1,616,077.91 

$261.42 

115,320 

$64,789,961.25 

$561.82 

38.367 

13,062,412.08 

391.47 

8,784 

2,306,046.15 

262.50 

1 1  I-.826 

28.393,328.47 

247.27 

Total    19  272,297  $108,551,747.95  $398.66 

California    1  87,945  $62,071,789.39  $705.79 


Grand  total.. ..622  8,592,271  $4,186,976,600.64  $487.80 
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Stock  Savings  Banks. 
(From  Report  of  Comptroller  of  the  Currency  for  1916.} 

Many  so-called  stock  savings  banks  transact  chiefly  a 
commercial  business  and  carr>^  very  few  savings  accounts, 
and  the  banking  departments  of  a  large  number  of  States 
include  their  returns  with  commercial  banks.  As  statistics 
for  the  current  year  were  furnished  by  the  banking  depart- 
ments in  the  form  of  sunmiaries  of  official  reports  made  to 
such  departments  it  has  not  been  possible  to  make  as  com- 
plete a  segregation  of  the  reports  for  stock  savings  banks  as 
was  done  in  1915  and  several  years  prior  thereto.  In  1915 
stock  savings  banks  to  the  number  of  1,529  furnished  re- 
ports to  this  office.  For  the  year  1916  returns  from  only 
1 ,242  stock  savings  banks  are  separately  shown. 

Statistics  for  stock  savings  banks  of  Virginia,  South 
Carolina,  Tennessee,  Michigan,  Wisconsin,  North  Dakota,. 
Kansas,  Montana,  Idaho  and  Nevada  are  included  with  the 
statistics  for  commercial  or  State  banks  as  furnished  this 
office  by  the  banking  departments  of  these  States.  Many  of 
the  State  banking  departments  include  all  classes  of  banks 
in  one  official  summary  while  others  publish  a  summarj^  of 
the  returns  from  each  class  of  banks  under  State  super- 
vision. So  long  as  this  practice  continues  it  will  not  be  pos- 
sible to  make  comparable  summaries  for  stock  savings  banks. 

In  California  a  large  number  of  the  banks  are  known  as 
departmental  banks  which  make  separate  reports  to  the 
banking  department  of  that  State  for  each  class  of  business, 
that  is,  for  their  commercial,  trust  and  savings  bank  depart- 
ments. Figures  for  California,  therefore,  include  the  re- 
sources and  liabilities  of  savings  banks  and  savings  depart- 
ments of  other  banks. 

The  1,242  stock  savings  banks  on  June  80,  1916,  re- 
ported loans,  including  overdrafts  aggregating  $713,987,- 
889.45,  classified  as  follows:  Secured  by  real  estate,  $357,- 
281,829.14;  secured  by  collateral  other  than  real  estate,  $29,- 
011,565.34;  unclassified  loans,  $326,361,578.64;  overdrafts, 
$1,332,916.33.  Investments  in  bonds,  securities,  etc.,  ag- 
gregated $131,404,563.61.  amount  due  from  banks  $111,- 
099,140.62,  and  cash  in  bank  $32,821,494.87. 

On  the  liability  side,  capital  stock  was  reported  at  $72,- 
870,175.84,  surplus  at  $30,595,344.20,  and  undivided  profit 
$16,103,770.05.     The  amount  due  to  banks  was  $6,405,- 
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727.16.  Individual  deposits  aggregated  $901,610,698.88. 
Of  the  individual  deposits  the  sum  of  $844,846,877.48  was 
classified  as  savings  and  $9,889,107.20  as  time  deposits;  the 
sum  of  $42,874,916.97  was  reported  as  subject  to  check 
without  notice,  $2,446,868.57  demand  certificates  of  deposit, 
$905,989.88  cashiers'  checks  and  certified  checks,  and  $1,- 
647,488.78  was  unclassified.  The  stock  savings  banks  re- 
l>orted  postal  savings  deposits  held  amounting  to  $881,- 
654.11. 

The  depositors  in  the  reporting  stock  savings  banks 
number  2,556,121,  of  which  2,297,911  are  saving  depositors 
and  258,210  have  commercial  accounts.  The  rate  of  interest 
paid  on  savings  accounts  averaged  3.84  per  cent. 

The  following  table  shows  the  number  of  depositors  in 
stock  savings  banks,  the  average  deposit,  and  the  aggregate 
amount  due  to  depositors,  in  States  indicated,  on  June 
80,  1916: 

Average 
to  each 
States  Banks       Depositors  Deposits         Depositor 

New  Hampshire  (to- 
tal New  England 
States)    10  2K122  $9,051,992.20         $875.26 

New    Jersey 1  88,242  $14,988,164.91  $390.62 

Maryland 28  45,000  18,152,677.00  292.28 

District  of  Colum- 
bia       20  101,452  18,585,000.00  188.41 

Total      Eastern 

SUtes     49  184,694  $41,625,841.91  $225.88 

Virginia 

West  Virginia 6  16,747  $8,768,268.87  $225.01 

North  Carolina 14  40,600  7,472,475.61  184.05 

South  Carolina 

Georgia    29  54,424  18,824,784.72  254.02 

Florida     •.         4  7,197  1,759,612.08  244.49 

Alabama 16  229.000  18,311,009.88  58.18 

Mississippi    10  10,300  2,265,420.21  219.94 

Louisiana    12  89,408  22,186,796.03  248.15 

Kentucky 9  19,000  3,142,776.06  165.41 

Tennessee 

Total    Southern 

States    100  466,676  $67,731,142.91  $145.14 
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Illinois  .  . 
Michigan 
Wisconsin 
Minnesota 
Iowa    . . . 


2 

865 


Total       Middle 
Western  States    871 


North  Dakota 
Nebraska  .  . . , 

Kansas 

Montana  .... 
Wyoming  .  . . . 
Colorado  . . . . 
New  Mexico    . 


21 


2 

7 
27 


Total     Western 
States 67 

Washington   11 

•Oregon    3 

California 128 

Idaho  

Utah 10 

Nevada 

Arizona   3 


Total        Pacific 
States   155 


Total        United 
States     1 ,242 


28,918 

25,423 
670,000 


22,202 


2,709 
11,755 
14,463 


55,760 

1,785 

985,319 

56,232 

6,063 


$7,571,410.38    $261.82 


1,162,175.81 
2,654,529.55 

3,272,818*68 


14,251,551.68 
2,590,354.95 


8,326,277.87     327.51 
246,172,395.04     367.42 


724,341    $262,070,083.29    $361.80 


$3,784,460.21    $170.46 


429.01 
225.82 
226.29 


51,129     $10,878,984.25    $212.68 


$18,400,946.07    $330.00 

529,226.72     296.49 

474,485,569.90     481.56 


253.44 


427.24 


1,105,159    $510,257,649.32    $461.71 


2,556,121    $901,610,693.88    $352.72 


Note. — Returns  from  the  banking  departments  of  10  States  include  stock 
savings  banks  with  commercial  banks.  It  is  estimated  that  300  stock  savings 
banks  with  815,000  depositors  and  $:?50,000,000  deposits  are  included,  with  the 
figures  furnished  by  the  State  banking  departments  for  State  commercial  banks. 
This  estimate  includes  the  so-called  stock  savings  banks  of  Michigan  now  combined 
with  commercial  banks  except  4,  as  indicated. 

The  home  of  the  mutual  savings  bank  is  in  the  East, 
and  may  even  be  said  to  be  in  the  Eastern  states;  for  west 
of  Buffalo  and  south  of  Baltimore,  we  find  but  23  savings 
banks  of  the  mutual  character.  Out  of  630  savings  banks 
of  the  mutual  type  found  in  the  United  States,  585  are 
found  in  New  England,  New  York  and  New  Jersey;  and 
over  one-half,  or  336,  are  found  in  the  two  States  of  New 
York  and  Massachusetts.     Maine,  Vermont,   Connecticut 
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and  Xew  Hampshire  have  207,  the  total  of  which  aci?«nints 
for  all  but  87  of  the  mutual  savings  banks  in  this  cinmtry. 
The  dearth  of  savings  banks  in  Pennsylvania  has  already 
been  commented  upon;  but  it  would  seem  strange  that  in  a 
state  of  such  character,  where  the  mutual  savings  bank  had 
its  first  test,  and  where  in  individual  instances  it  has  been 
extremely  popular  and  successful,*  the  failure  of  such  an 
institution  to  become  widespread  is  unaccountable;  but  as 
has  been  remarked,  Pennsylvania  is  the  home  of  the  build- 
ing and  loan  association  (there  are  over  1,800  in  operation) 
which  seems,  in  a  measure  at  least,  to  fulfill  the  same  pur- 
pose. From  a  pamphlet  issued  by  the  Dollar  Savings  Bank 
of  Pittsburgh  in  1905,  the  striking  sentence  is  gathered,  that 
to-day  at  the  end  of  half  a  century  the  Dollar  Savings  Bank 
stands  as  the  only  institution  of  its  kind  in  Westeni 
Pennsylvania. 
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As  we  go  South  and  West  the  banks  take  on  a  more 
commercial  aspect,  and  the  saving  bank  as  we  know  it  in  the 
East  is  a  rarity,  and  the  word  "savings"  in  their  title  is  a 
misnomer.  This  is  particularly  true  of  Iowa,  where  we  find 
practically  all  state  banks  using  this  word,  and  yet  very  few 
of  them  are  other  than  banks  of  discount.  The  reason  for 
the  large  number  may  be  in  the  economic  conditions  of  that 
state,  and  also  the  fact  that  banks  may  organize  with  as  low 
as  $10,000  in  capital,  making  it  possible  to  establish  a  bank 
in  even  the  smallest  place. 

In  Illinois,  for  instance,  we  find  no  distinctively  savings 
banks,  and  in  a  city  like  Chicago,  where  if  the  same  success 
had  attended  the  savings  banks  as  it  has  in  New  York,  up- 
wards of  a  billion  dollars  would  be  on  deposit,  we  find  no 
strictly  savings  institution  other  than  banks  of  discount  and 
trast  companies  operating  savings  departments. 

MUTUAI.  JBaNKS   IN   THE    SoUTH   AND   WeST. 

The  reasons  for  the  absence  of  mutual  savings  banks  in 
the  West  and  South  lie,  no  doubt,  as  Hamilton  suggests, 
in  the  fact  that  these  sections  were  not  settled  from  reli- 
gious, but  commercial  motives;  and  the  "spirit  of  New 
England"  being  lacking,  the  savings  bank  which  requires 
a  peculiar  spirit  of  philanthropy,  and  age.,  as  well,  has  not 
become  a  factor  in  the  development  of  the  country.  In 
fact,  the  eleemosynary  institution,  such  as  the  college,  the 
hospital  or  the  savings  bank,  the  former  requiring  endow- 
ments of  money  to  become  successful,  and  the  latter  the 
endowment  of  gratuitous  management  to  become  possible, 
is  last  to  follow  in  the  economic  development  of  a  com- 
munity. Another  reason  may  be  in  the  preponderance  of 
agriculture  among  the  employments,  which  does  not,  imtil 
the  country  becomes  highly  prosperous,  afford  much  in  the 
way  of  idle  funds  which  would  go  into  the  savings  banks. 

The  dearth  of  savings  banks  in  the  South  is,  no  doubt, 
due  to  the  prostration  following  the  Civil  War,  which  left 
the  country  drained  of  its  resources;  the  general  ignorance 
of  banking  functions,  and  the  improvidence  of  the  Negro, 
who  "in  savagery  first  and  slavery  later,  was  not  in  posi- 
tion to  develop  an  appreciation  of  property."  To  these 
might  be  added,  in  the  case  of  the  latter,  the  disastrous 
history  of  the  Freedmen's  Savings  and  Trust  Company, 
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which,  under  the  apparent  protection  of  the  Government, 
was  intended  to  help  and  bless  the  Negro  in  his  new-found 
freedom,  but  through  mismanagement  and  gross  abuse  of 
trust  turned  a  blessing  into  a  curse,  and  it  was  years  be- 
fore the  Negro  had  confidence  enough  in  banks  to  entrust 
his  money  to  even  the  best  of  them.  Other  disastrous  fail- 
ures have  attended  banking  by  and  for  the  Negroes,  the 
last  catastrophe  in  this  line  being  the  collapse  of  the  Sav- 
ings Bank  of  the  Grand  Fountain,  United  Order  of  True 
Reformers,  which  was  allied  with  a  mutual  benefit  organ- 
ization, a  hotel,  printing  plant,  chain  of  stores,  real  estate 
speculations  and  a  host  of  side  issues  which  dragged  it 
down.  It  failed  in  the  summer  of  1911.  The  trustee  bank 
would  be  a  most  excellent  medium  in  assisting  the  black 
man  in  his  climb  upward;  but  suitable  persons  must  under- 
take the  work  for  "sheer  love  of  the  game,"  and  until  the 
thrifty  black  man  arrives  at  this  desirable  point  the  work 
must  be  done,  if  at  all,  by  friends  of  another  color,  and 
here  the  question  of  race  prejudice  enters  to  negative  such 
a  possibility.  There  are,  however,  over  forty  banks  in  the 
South,  savings  banks  in  name,  but  generally  savings  avid 
commercial  banks,  which  are  owned  and  operated  solely  by 
Negroes,  and  some  of  them  are  large  and  well-managed 
concerns. 

There  are  a  few  States  where  the  law  is  utterly  inade- 
quate, either  to  invite  these  institutions  or  to  properly  safe- 
guard them  after  being  established.  The  new  laws  of  such 
States  as  Texas,  Maryland,  Ohio,  Missouri,  cover  the  ques- 
tion with  some  degree  of  completeness,  while  a  State  like 
West  Virginia,  which  has  only  one  mutual  savings  bank,  has 
a  very  good  Savings  Bank  Act. 

Savings  banks  go  where  they  are  encouraged — this  can- 
not be  gainsaid.  They  must  first  be  made  possible  by  econo- 
mic conditions,  and  then  by  legislative  action.  Taxation 
must  not  become  a  burden.  A  good  institution  needs  stim- 
ulation, protection,  supervision  and  help;  while  a  bad  one  is 
bound  to  thrive  in  spite  of  restrictions.  In  every  state — in 
fact  in  every  city — there  is  a  need  for  a  well  managed,  well 
protected  savings  bank,  which  the  lawmakers  should  recog- 
nize and  legislate  accordingly. 

In  many  sections  a  mutual  savings  bank  would  be  utter- 
ly inadvisable.  Conditions  which  must  precede  such  an  in- 
stitution are  lacking  and  the  same  object  must  be  gained 
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by  other  methods.  New  England  with  its  sturdy  Puritan 
type,  New  York  with  its  Dutch,  Connecticut  with  the 
Yankee,  naturally  have  in  them  the  seeds  of  the  mutual 
savings  bank.  The  habits  of  the  people,  their  environment 
and  training  make  the  introduction  of  such  an  institution 
an  easy  matter,  for  while  physical  conditions  in  many  places 
may  be  hard,  yet  the  mere  ability  to  overcome  such  obsta- 
cles as  barren  soil,  rocks  and  severe  climate  lays  the  ground 
work  for  the  mutual  savings  bank. 

West  and  South,  we  must  have  the  "conmiercial  motive" 
to  foster  any  such  institution  and  the  stock  savings  banks 
would  logically  seem  to  be  in  place.  A  study  of  the  in- 
vestment laws  of  the  various  States  is  an  education  in  itself 
and  affords  an  inviting  field  for  the  student  of  savings 
banking,  in  which  he  may  discover  the  traits  and  tendencies 
of  legislators  as  they  have  from  time  to  time  endeavored  to 
grapple  with  this  problem. 

Savings  Bank  Investments. 

The  investments  of  the  savings  banks  of  this  country 
may  roughly  be  classified  into: — First,  Government  bonds; 
Second,  State  bonds  (usually  with  a  provision  that  default 
shall  not  have  occurred  \vithin  a  certain  time) ;  Third,  mort- 
gage loans  (which  are  quite  universal) ;  Fourth,  city,  coun- 
ty, town  and  school  district  bonds  (particularly  of  the 
State  in  which  the  bank  is  located,  and  frequently  in  other 
States  with  stipulations  as  to  the  population  and  the  debt)  ; 
Fifth,  railroad  bonds;  Sixth,  street  railway  bonds;  Seventh, 
corporation  bonds;  Eighth,  stocks;  Ninth,  miscellaneous  in- 
vestments. 

All  States  legalize  mortgage  loans,  Government  and 
State  bonds,  and  municipal  securities,  \rith  collateral  loans 
upon  such  security.  Most  States  legalize  railroad  bonds. 
In  New  England  bank  stock  is  a  common  investment. 
Personal  loans  (three-name  paper)  are  quite  general,  while 
commercial  paper  is  probably  the  principal  asset  in  the 
South  and  West,  the  nature  of  the  banks  making  this  the 
most  likely  form  of  investment.  New  York  and  Minnesota 
seem  to  be  the  only  States  that  do  not  provide  for  loans  on 
personal  security  of  some  sort. 

One  feature  is  common  and  that  is  what  may  be  termed 
"local  sentiment" — a  desire  to  benefit  the  locality  in  which 
the  bank  operates,  which  is  a  perfectly  natural  thing  to  do, 
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and  commendable;  and  a  savings  bank  drawing  its  patron- 
age from  a  certain  community  should,  if  possible,  cater  to 
the  wants  of  the  neighborhood  in  making  mortgage  loans 
and  other  investments.  Thus  New  York  banks  may  only 
purchase  municipal  securities  within  the  State,  except  in 
specific  instances.  In  Massachusetts  the  restrictions  for 
railroad  bonds  outside  of  the  State,  and  in  a  great  many 
instances,  the  restrictions  for  municipal  securities  in  other 
States  are  made  more  rigid  than  for  those  in  the  home  State. 
In  New  Hampshire  the  banks  may  loan  70  per  cent,  on 
mortgage  loans  in  the  State,  while  out  of  the  State  the 
limit  is  50  per  cent.,  showing  an  inclination  to  favor  local 
loans,  as  also  does  the  restriction  that  only  25  per  cent, 
of  the  deposits  may  be  loaned  outside  of  the  State.  Where 
corporation  bonds  and  street  railway  bonds  are  legalized 
they  are  usually  restricted  to  corporations  within  the,  State. 
In  Rhode  Island  not  over  80  per  cent,  of  the  70  per  cent, 
authorized  on  mortgage  loans  may  be  placed  outside  of  the 
State,  and  notes  of  gas,  electric  light,  power,  and  telephone 
companies  in  Rhode  Island  are  legal  investments  for  the 
banks  of  that  State.  This  desire  to  foster  and  encourage 
local  industry  is  universal  and  conunendable.  On  the  other 
hand  there  are  a  few  States,  notably  Pennsylvania  and 
Maryland,  where  the  law  does  not  closely  restrict  the  in- 
vestments. As  a  matter  of  fact,  in  the  latter  State,  there 
has  been  no  supervision  or  even  a  savings  bank  act  until 
1910.  And  yet,  be  it  said  to  the  lasting  credit  of  the  banks 
in  these  States,  they  are  doubtless  as  strong  and  as  ably 
managed  as  any  of  their  kind  in  States  operating  rigid  in- 
vestment laws.  Being  placed  "  'pon  honor,"  as  it  were,  these 
bankers  have  built  up  most  excellent  institutions,  and  having 
a  wide  latitude  in  the  matter  of  investments,  have  made  a  sci- 
entific study  of  bonds  and  stocks  and  have  become  experts 
in  this  line, — ^an  exnerience  which  cannot  fail  to  make  a 
broad-minded  and  careful  banker. 

The  State's  Part  in  Fosterixg  Banking  Institutions. 

In  so  far  as  banks  and  banking  is  concerned,  the  State 
is  responsible  for  two  things :  Laws  and  supervision.  And 
before  there  can  be  good  supervision  there  must  be  good 
laws  to  enforce.  It  is  a  standing  wonder  that,  under  the 
loose  laws  that  prevail  in  many  States,  and  the  looser 
supervision,  banking  in  those  Commonwealths  has  been  as 
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successful  and  attended  with  as'  few  disasters  as  it  has. 
In  many  of  the  States,  particularly  in  the  South,  the  laws  are 
utterly  inadequate,  and  the  appropriations  for  bank  super- 
vision so  meagre  that  exhaustive  examinations  are  impossi- 
ble, even  if  the  officials  of  State  were  so  minded.  The  State 
that  has  practically  no  law  at  all  and  examines  the  banks 
"when  expedient"  as  obtains  in  Delaware,  is  not  doing  its 
duty,  either  toward  itself,  the  banks  or  the  people.  And  the 
States  that  have  made  practically  no  provision  for  the  sav- 
ings of  the  people,  either  by  encouraging  savings  banks  or 
providing  for  proper  safeguards  for  savings  accounts  in 
banks  of  discount  and  trust  companies,  are  in  a  large  meas- 
ure responsible  for  the  advent  of  the  Postal  Savings  Bank, 
which  many  bankers  have  so  loudly  deplored.  As  a  pre- 
ventative measure  good  laws  on  behalf  of  the  savings  ac- 
count would  have  helped  the  very  banks  which  have  op- 
posed the  introduction  of  safeguards  on  the  theory  of 
laissez  faire. 

Good  laws  come  when  the  demand  manifests  itself;  and 
the  introduction  of  such  legislation  merely  awaits  the  en- 
dorsement and  advocacy  on  the  part  of  the  banking  inter- 
ests. Good  supervision  is  merely  a  matter  of  money  and 
good  men.  The  former  can  rightfully  be  made  a  charge 
upon  the  banks  themselves,  and  the  latter  is  merely  a  mat- 
ter of  eliminating  politics  and  careful  selection  under  civil 
service  rules.  New  York  has  no  difficulty  in  obtaining  the 
services  of  some  of  the  brightest  men  in  the  banking  pro- 
fession, simply  because  the  remuneration  is  ample  and  the 
test  educational  and  not  political. 

Two  examiners  for  over  400  banks,  as  obtained  a  few 
years  ago  in  Georgia,  simply  because  the  constitution  pro- 
hibited appropriations  sufficient  to  do  the  work  properly,  is  a 
travesty  on  bank  examination.  In  such  a  case  the  examiner 
has  more  examinations  to  make  than  the  average  preacher 
pastoral  calls;  and  it  is  plainly  to  be  seen  that  a  bank  can- 
not be  examined  in  the  time  usually  alloted  to  such  visitations 
on  the  part  of  the  clergy. 

The  growth  of  savings  banks  in  the  United  States  from 
1820  to  1916,  as  evidenced  by  the  amount  of  deposits,  num- 
ber of  depositors,  average  deposit  account,  and  the  average 
per  capita  in  census  years,  from  1820  to  1890  and  annually 
thereafter,  is  shown  in  the  following  table.* 

•From  Comptroller's  report,  1916. 
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Number  of  Savings  Banks  in  the  United  States,  Number  op  Depositors, 
Amount  of  Savings  Deposits,  Average  Amount  Due  Each  Depositor  in  the 
Years  1820,  1825,  1830,  183o,  1840,  and  1845  to  1916,  and  Average  1'er  Capita 
IN  THE  United  States  in  the  Years  Given. 


Year. 


1820. 
1825. 
1830. 
1835. 
1840. 
1845. 
1846. 
1847. 
1848. 
1849. 
1850. 
1851. 
1852. 
1853. 
1854. 
1855. 
1856. 
1857. 
1858. 
1859. 
1860. 
1861. 
1862. 
1863. 
1864. 
1865. 
1866. 
1867. 
1868. 
1869. 
~I870. 
1871. 
1872. 
1873. 
1874. 
1875. 
1876. 
1877. 
1878. 
1879. 
1880. 
1881. 
1882. 
1883. 
1884. 
1885. 
1886. 
1887. 
1888. 
1889. 
1890. 
1891. 
1892. 
1893. 
1894. 


Average 

/ 

1 
Average 

)er  capita 
in  the 

Number 

Number  of 

due  each 

United 

of  banks 

1.    depositors 

;.      Deposits. 

depositor. 

States. 

10 

8,635 

$1,138,576 

$131.86 

$0.12 

15 

16,931 

2,537,082 

149.84 

36 

38,035 

6,973304 

183.09 

.54 

52 

60,058 

10,613,726 

176.72 

61 

78,701 

14,051,520 

178.54 

.82 

70 

145,206 

24,506,677 

168.77 

74 

158,709 

27,374,325 

172.48 

76 

187,739 

31,627,479 

168.46 

83 

199,764 

33,087,488 

165.63 

90 

217,318 

36,073,924 

165.99 

108 

251,354 

43,431,130 

n  72.78 

U.87 

128 

277,148 

50,457,913 

182.06 

...*•• 

141 

308,863 

59,467,453 

192.54 

159 

365,538 

72313,696 

197.82 

190 

396,173 

77,823,906 

196.44 

215 

431,602 

84,290,076 

195.29 

222 

487,986 

95,598,230 

195.90 

231 

490,428 

98,512,968 

200.87 

245 

538,840 

106,438,287 

201.24 

259 

622,556 

128,657,901 

206.66 

278 

693,870 

149,277,504 

215.13 

4.75 

285 

694,487 

146,729,882 

211.27 

289 

787,943 

169,434.540 

215.03 

293 

887,096 

206,235,202 

232.48 

305 

976.025 

236,280,401 

242.08 

317 

you,?T44f 

242,619382 

247.35 

336 

1,067,061 

282,455,794 

264.70 

371 

1,188,202 

327,009,452 

283.63 

406 

1,310,144 

392,781,813 

299.80 

476 

1,466,684 

457,675,050 

312.04 

517 

1,630,846 

549,874,358 

337.17 

14.26 

577 

1,902,047 

650,745,442 

342.13 

647 

1,992,925 

735,046,805 

368.82 

669 

2,185,832 

802363,609 

367.07 

693 

2,293,401 

864,556,902 

376.98 

771 

2,359,864 

924,037.304 

391.56 

781 

2368,630 

941350,255 

397.42 

675 

2,395,314 

866,218306 

361.63 

663 

2,400,785 

879,897,425 

366.50 

639 

2,268,707 

802,490.298 

353.72 

629 

2335,582 

819,106,973 

350.71 

1633 

629 

2,528,749 

891,961,142 

352.73 

629 

2,710354 

966,797,081 

356.70 

630 

2,876,438 

1,024,856,787 

356.29 

636 

3,015,151 

1,073,294,955 

355.96 

646 

3,071,495 

1,095,172,147 

356.56 

638 

3,156,950 

1,141,530,578 

361.36 

684 

3,418,013 

1,235,247371 

361.39 

801 

3,838,291 

1364,196,550 

355.41 

. .  • .  'k . 

849 

4,021,523 

1,425,230,349 

354.40 

921 

4,258,893 

1,524,844,506 

358.03 

24^5 

1,011 

4,533,217 

1,623,079,749 

358.04 

25.29 

1,059 

4,781,605 

1,712,769,026 

858.20 

26.11 

1,030 

4,830,599 

1,785,150,957 

369.55 

26.63 

1,024 

4,777,687 

1,747,961,280 

365.86 
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Number 
Year.  of  banks. 

1895 • 1,017 

1896 988 

1897 980 

1898 979 

1899 987 

1900 1,003 

1901 1,007 

190i? 1,036 

1903 1,078 

1904 1,157 

1905 1,237 

1906 1,319 

1907 1,415 

1908 1,453 

1909 1,703 

1910 1,759 

1911 1,884 

191:? 1,922 

1913 1,978 

1914 2,100 

1P15* 2,159 

1916  i  Mutual  sav.  bks  622 

i  Stock  sav.  bks.*  1,242 


Number  of 
depogltorg. 

4,875,519 

5,065,494 

5,201,132 

5,385,746 

5,687,818 

6,107,083 

6,358,723 

6,666,072 

7,035,228 

7,305,443 

7,696,229 

8,027,192 

8,588,811 

8,705,848 

8,831,863 

9,142,908 

9,794,647 

10,010304 

10,766,936 

11,109,499 

11,285,755 

8,592,271 

2,556,121 


Depoilts. 
$1,810,597,023 
1,907,156,277 
1.939376,035 
2,065,631,298 
2,230,366,954 
2,449,547,885 
2,597,094,580 
2,750,177,290 
2,935,204,845 
3,060,178,611 
3,261,236,119 
3,482,137,198 
3,690,078,945 
3,660,553,945 
3,713,405,710 
4,070,486,246 
4,212,583,598 
4,451,818,522 
4,727,403,950 
4,936,591,849 
4,997,706,013 
4,186,976,600 
t901,6l0,694 


Average 

due  each 

depoflitor. 

$371.36 

376.50 

372.88 

383.54 

392.13 

401.10 

408.30 

412.53 

417.21 

418.89 

423.74 

433.79 

429.64 

420.47 

420.45 

445.20 

430.09 

444.72 

439.07 

444.35 

442.83 

487.30 


Average 

per  capita 
in  the 
United 
States. 

$25.88 

26.68 

26.56 

27.67 

29.24 

31.78 

33.45 

34.89 

36.52 

37.52 

39.17 

41.13 

42.87 

41.84 

41.75 

45.05 

44.82 

46.53 

48.56 

49.85 

49.91 


*The  relatively  small  amount  of  deposits  reported  for  stock  savings  banks  is 
due  to  the  fact  that  the  returns  from  many  States  include  this  class  of  banks  with 
commercial  banks. 

t Includes  time  deposits,  $9,889,107,  and  commercial  deposits  amounting  to 
$17374,709. 


BANK 


mutual 
sent  for 
ganiza- 
id  now. 
orpora- 
md  or- 
Daniel 
(t  of 


.e  was 
partcTj 
IS  open 
11  to  2. 
ntil  the 
^  week 

t¥es  its 
a  posi- 
and  on 
having 
iployer. 
ind  or- 

iof  two 

i 

)k  were 
pr.  In 
Dcumu- 
for  the 
mdare 

^p  the 
receive 
lat  it  is 
K  busi- 
ided  to 


98       TF 


Tear. 

1895.... 

1896. . . . 

1897.... 

1898.... 

1899.... 

1900. . . . 

1901 ; 

1909 1 

1903.... 
1904.... 
1905.... 
1906.... 
1907.... 
1908.... 
1909.... 
1910.... 
1911.... 
1919. . . . 
1913. . . . 
1914.... 
1915»... 

1916  J  Ml 
iSt( 


♦The 
due  to  tb 
commerdj 

tlndj 
^i7^74,70 


CHAPTER  Fin 

THE   ORGANIZATION   OF  A   SAVINGS   BANK 

Before  describing  the  process  of  organizing  a  mutual 
savings  bank,  it  will  be  of  interest  to  become  reminiscent  for 
a  few  moments  and  note  the  contrast  between  the  organiza- 
tion and  operation  of  savings  banks  a  century  ago  and  now. 

Having  obtained  its  charter,*  the  board  of  incorpora- 
tion of  the  Bank  for  Savings  met  April  5,  1819,  and  or- 
ganized. On  May  26,  1819,  the  board  elected  Mr.  Daniel 
E.  Tyler  clerk,  he  to  serve  gratuitously;  but  in  August  of 
the  same  year  he  was  voted  $125  for  his  services.  He  was 
for  some  time  the  only  salaried  officer,  the  tellers,  porter, 
etc.,  giving  their  services  without  pay.  The  bank  was  open 
from  6  to  9  Saturday  evenings,  and  Mondays  from  11  to  2. 
As  the  business  increased,  the  hours  were  extended  imtil  the 
bank  was  open  daily  from  10  to  2,  and  two  days  a  week 
from  4  to  6. 

The  Poughkeepsie  (N.  Y.)  Savings  Bank  owes  its 
origin  to  the  fact  that  in  1829  a  colored  woman  got  a  posi- 
tion in  that  city,  and  having  a  few  dollars  saved  up  and  on 
deposit  in  the  Bank  for  Savings  in  New  York,  and  having 
more  to  deposit,  sent  it  to  New  York  with  her  employer. 
He  came  back  imbued  wth  the  savings  bank  idea  and  or- 
ganized the  bank.  Its  first  day's  business  consisted  of  two 
deposits — $40  and  $7. 

The  first  salaries  paid  in  the  Bowery  Savings  Bank  were 
$800  per  annum  to  two  clerks,  and  $50  to  the  porter.  In 
1884  it  was  resolved  that  "as  papers  had  begun  to  accumu- 
late, the  Secretary  be  directed  to  obtain  two  trunks  for  the 
use  of  the  bank."  These  trunks  are  still  in  existence,  and  are 
exhibited  with  much  pride.  (See  opposite  page  16). 

In  October  of  the  same  year,  it  was  decided  to  keep  the 
bank  open  every  Thursday  from  5  to  8  o'clock,  to  receive 
deposits  from  females,  thus  early  reaUzing  the  fact  that  it  is 
the  women  who  do  a  large  part  of  the  savings  bank  busi- 
ness.    This  convenience  was  shortlv  afterward  extended  to 


•Sec  Historical  Chapter,  p.  16. 
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men,  and  many  of  the  Xew  York  and  Brooklyn  banks  still 
open  one  evening  a  week — usually  Monday. 

Some  of  the  trustees  having  been  indifferent  to  the 
interests  of  the  bank,  in  November  of  the  same  year  a  fine  of 
twelve  and  a  half  cents  was  imposed  upon  all  who  should 
absent  themselves  from  the  meetings  or  fail  to  fulfill  the 
duties  of  attending  committee.  This  remained  operative 
until  1841.  In  1845  it  was  resolved  to  build  an  addition  to 
the  banking  house,  not  to  exceed  $2,000 — ^less  than  the  cost 
of  a  good  vault-door  these  days.  In  1850  the  president  was 
empowered  to  employ  a  clerk  at  $1.50  per  night  to  fill  the 
place  of  the  secretary  on  meeting  nights,  and  the  secretary 
was  removed  to  the  desk  intended  to  be  filled  by  the  attend- 
ing trustees,  the  trustees  to  have  supervision  over  the  clerks 
instead  of  acting  as  clerks.  In  1852  the  building  was  fur- 
ther enlarged,  and  lixnng  quarters  provided  for  the  secretary 
therein. 

The  early  management  of  the  Bowery  cannot  but  be  char- 
acterized as  unselfish  in  the  highest  degree,  for  "after  near- 
ly seventeen  years  of  personal  service  to. the  details  of  the 
bank's  business,  and  having  accumulated  a  surplus  of  near- 
ly seven  per  cent,  on  the  par  value  of  assets  above  the 
amount  due  depositors,  they  voted  to  promote  themselves 
from  clerks  to  managers."  In  1858,  twenty-four  years  after 
incorporation,  the  president  was  put  under  salary  of  $8,000, 
the  first  record  of  any  trustee  receiving  compensation  for 
his  services.* 

The  "Institution  for  the  Savings  of  Merchants'  Clerks,'* 
(now  Union  Square  Savings  Bank),  was  located  in  "Clin- 
ton Hall,"  Beekman,  corner  of  Nassau  St.,  and  from  1848 
to  1854  kept  open  three  afternoons  a  week.  The  Williams- 
burgh  Savings  Bank  of  Brooklyn,  now  "the  largest  sav- 
ings bank  on  Long  Island,"  opened  for  business  in  the 
basement  of  a  church  and  opened  for  business  three 
days  each  week  for  two  hours,  and  for  the  first  seven 
months  the  trustees  conducted  the  affairs  gratuitously, 
but  the  bank  was  able  from  profits  to  repay  the  expenses 
of  opening,  rent,  stationery,  etc.,  within  18  months.  It  is 
said  that  many  of  the  trustees  of  this  bank  were  officers  in 
the  church,  and  in  this  it  followed  closely  the  custom  among 
the  early  English  banks  in  making  the  savings  bank  a  church 

•History:  pf  the  Bowery  Savings  Banlc. 
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affair.  In  the  case  of  the  Erie  County  Savings  Bank  of 
Buffalo  the  trustees  guaranteed  the  expenses,  which,  owing 
to  the  great  success  of  the  bank,  were  not  long  a  charge 
upon  them. 

In  the  Philadelphia  Savings  Fund  Society  each  of  the 
incorporators  contributed  $10  toward  the  expense  fund,  and 
the  managers  took  turns  in  serving  as  clerks. 

In  contrast  with  these  modest  beginnings  of  great  insti- 
tutions, present-day  methods  seem  extravagant,  to  say  the 
least;  but  times  have  changed,  and  "a  bank  in  a  cellar" 
would  no  longer  be  possible.  If  the  savings  bank  philan- 
thropist of  other  days  could  arise  from  his  grave  and  see 
a  two-year-old  bank  housed  in  a  palace  of  marble  and 
bronze,  that  cost  the  trustees  $100,000;  the  trunk  of  the 
Bowery  turned  into  a  burglar-proof  vault  costing  $10,000; 
the  ten-dollar  contribution  of  the  Philadelphia  men  expand- 
ed to  five  thousand,  and  a  salary  list  of  $3,500,  instead  of 
$650,  he  would  take  notice  that  the  world  has  moved  for- 
ward somewhat  in  the  past  fifty  years,  for  the  banking 
house  which  excited  wonder  then  would  hardly  be  noticed 
by  the  passing  throng  today.  But,  however  this  may  be, 
the  early  successes  were  truly  remarkable.  The  AVilliams* 
burgh  bank  had  a  million  dollars  on  deposit  in  seven  years, 
the  Dry  Dock  in  ten,  the  Bowery,  two  millions  in  twelve 
years,  and  the  Bank  for  Savings  a  million  in  five.  Some  of 
our  newer  savings  banks  have  not  done  half  so  well. 

There  is  even  in  this  day  a  marked  contrast  between 
banking  in  the  country  and  banking  in  the  city.  In  the 
country  the  men  are  all  personally  known  to  everybody, 
and  a  counter,  a  desk,  a  big  book  or  two  and  a  few  chairs 
may  really  be  a  bank,  and  a  good  one,  however  much  its 
looks  may  belie  its  nature;  but  in  the  city  it  must  look  like 
a  bank  as  well  as  claim  to  be  one.  The  daj^s  of  cheap  city 
banks  are  over.  The  people  expect  marble  and  bronze  and 
mahogany,  and  to  begin  as  one  bank  did  a  few  years  ago, 
with  shabby,  second-hand  furniture,  oil  cloth  on  the  floor 
and  a  make-believe  safe,  would  be  suicide.  Going  into 
such  a  bank  years  ago  the  author  commented  upon  the  size 
of  their  safe.  The  clerk  opened  the  doors  and  they  led  into 
a  brick  wall!* 

*This  bank  was  looted  by  the  clerk  mentioned  and  closed  its  doors  after 
seven  years  of  operation. 


^ 
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The  conception  of  a  bank  is  usually  the  work  of  one 
man,  and  naturally  one  whose  interests,  present  or  future, 
will  be  enhanced  by  such  an  institution.  The  motives  which 
prompt  him  to  undertake  this  work  may  be  many,  or  it  may 
be  a  single  idea.  In  the  case  of  a  commercial  bank  the 
added  prestige,  a  salaried  position,  the  enlarged  borrowing 
capacity,  the  profits  arising  from  the  increase  in  the  stock 
value, — any  or  all  would  be  sufficient  to  explain  why  a  man 
would  give  his  time  and  attention  to  the  organization  of 
such  a  bank;  but  in  the  savings  bank,  especially  of  the  mu- 
tual type,  many  of  these  controlling  motives  will  necessa- 
rily be  wanting  and  we  must  look  elsewhere  for  the  real 
secret. 

The  Motive. 

It  takes  no  wide  stretch  of  imagination  to  understand 
that  a  man  greatly  desiring  a  position  in  such  an  institution 
and  failing  to  find  an  opening,  might  set  about  it  to  organize 
a  bank  for  himself.  One  instance  comes  to  mind,  of  a 
young  man  so  anxious  for  a  position  in  a  bank,  that  he  was 
willing  to  equip  a  new  bank  with  the  fixtures  and  furniture, 
at  a  cost  of  over  $2,500,  in  order  to  get  an  executive  office. 
And  another  who  gave  up  a  lucrative  business  to  accept  a 
modest  tellership  in  a  New  York  savings  bank. 

A  very  plausible  reason  may  be  found  in  the  fact  that  a 
savings  bank  account  in  a  bank  of  discount  is  highly  de- 
sirable, and  it  is  possible  that  a  business  bank  might  be 
tempted  to  foster  a  savings  bank  movement,  for  the  sake 
•of  the  profitable  reserve  account  to  be  had  from  the  savings 
institution  when  it  shall  have  become  a  "going  concern.** 
Several  such  close  alliances  between  banks  or  trust  compan- 
ies and  savings  banks  may  be  found,  and  we  can  only  judge 
the  motives  by  the  results. 

No  Immediate  Fixancial  Gain. 

But  whatever  the  motive,  the  basis  of  the  founder's  hopes 
cannot  be  immediate  financial  gain,  or  borrowing  privileges, 
for  as  an  officer  he  will  be  barred  from  using  the  bank's 
funds  in  almost  every  State  that  has  a  good  savings  bank 
law.  In  the  State  of  Minnesota  there  is  a  statute  forbid- 
ding a  trustee  borrowing  directly  or  indirectly,  or  becoming 
surety  or  endorser  for  any  loans,  and  besides,  he  must  file 
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a  surety  bond  in  the  sum  of  $5,000  as  evidence  of  good 
faith,  and  violation  of  the  borrowing  prohibition  will  bar 
him  from  holding  office  in  any  savings  bank.     In  Connec- 
ticut, they  are  not  permitted  to  borrow  and  are  liable  for 
all  losses  resulting  from  investments  made  in  violation  of 
the  law.     In  Maine  no  loans  may  be  made  to  trustees  di- 
rectly or  indirectly,  or  to  any  firm  or  corporation  of  which 
they  may  be  a  member.    In  Vermont,  they  are  not  permit- 
ted to  borrow  directly  or  otherwise,  or  to  sign  any  note 
or  security  upon  which  any  of  the  deposits  may  be  loaned. 
In  all  these  States,  fees,  conmiissions,  or  any  other  emolu- 
ment for  influencing  loans,  investments,  etc.,  are  prohibited. 
In  New  Hampshire  they  may  not  borrow  directly  or  indi- 
rectly without  the  consent  of  all  the  other  trustees  in  writ- 
ing, and  are  liable  for  losses  arising  from  illegal  investments, 
but  may  receive  "reasonable  pay"  for  their  services.     Fees, 
or  commissions  are  also  prohibited  and  a  fine  of  $10,000  or 
ten  years'  imprisonment  is  the  penalty  for  such  practices. 
In  Califorijia  borrowing  by  officers  or  directors  is  forbid- 
den, as  is  also  endorsing,  becoming  surety,  or  obligor,  and 
violation  voids  the  office.     In  Massachusetts,  they  are  like- 
wise prohibited  from  borrowing,  and  the  law  goes  to  the 
extent  that  if  a  mortgage  is  made  on  property  owned  by  a 
trustee  the  office  becomes  void  after  sixty  days,  if  the  loan 
is  not  discharged.    Any  person  in  Massachusetts  who  circu- 
lates printed  matter  containing  names  of  trustees  who  have 
not  qualified  is  guilty  of  a  misdemeanor  and  subject  to  a 
fine  of  $50.00.    In  New  Jersey  loans  to  trustees  are  prohib- 
ited, as  well  as  becoming  surety  for  loans,  but  trustees  in 
that  State  may  receive  fees  for  attendance  at  meetings.    In 
Indiana  a  trustee  may  not  borrow  for  himself,  or  aSy  cor- 
poration  or  firm  in  which  he  may  be  interested,  or  become 
surety  for  any  loans.    Violation  of  this  provision  voids  the 
office.    In  New  York  the  law  provides  that  "no  trustee  of 
any  such  corporation  shall  have  any  interest,  direct  or  in- 
direct, in  the  gains  or  profits  thereof,  nor  as  such  directly 
or  indirectly,  receive  any  pay  or  emolument  for  his  services, 
except  as  herein  provided;  and  no  trustee  or  officer  of  any 
such  corporation  shall  directly  or  indirectly,  for  himself,  or 
as  an  agent  or  partner  of  others,  borrow  any  of  its  funds 
or  deposits     .     .     .     nor  shall  any  trustee  or  officer  of  any 
such  corporation  become  an  indorser  or  surety,  or  in  any 
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manner  become  obligor,  for  moneys  loaned  by  or  borrowed 
of  the  such  corporations." 

Therefore,  being  barred  from  borrowing,  and  there  be- 
ing no  stock  (except  in  stock  savings  banks)  to  increase  in 
value,  and  receiving  no  fees  save  in  a  very  few  States,  for 
his  attendance  at  meetings,  and  these  nominal,  as  in  the' 
law  of  Rhode  Island,  being  restricted  to  $8.00  for  each  meet- 
ing, and  the  salaried  office  being  desirable  only  after  the  bank 
is  firmly  established,  we  must  look  a  little  deeper  for  the 
underljdng  motive  that  would  prompt  a  good  man  to  under- 
take this  work. 

Banking  Past  and  Present. 

Fifty  years  ago,  when  life  was  less  strenuous  than  at 
present,  and  men  had  time  to  live  and  do  things  benevolent, 
we  may  find,  as  already  indicated,  savings  banks  that  were 
established  through  pure  philanthropy.  Many  of  the  older 
banks  will  point  with  pride  to  the  time  when  their  trustees 
were  the  attending  officers,  usually  one  or  two  evenings  a 
week,  giving  their  services  gratis.  When  business  warrant- 
ed, a  clerk  was  employed,  who  was  general  utility  man,  and 
did  all  the  work,  ofttimes  in  connection  with  some  other 
business,  and  between  the  two  managed  to  eke  out  a  living. 
One  such  bank  officer  to-day  is  proud  to  tell  of  the  time 
when  he  slept  under  the  counter  and  made  the  fire! 

As  an  instance  of  a  savings  bank  still  run  after  this  fash- 
ion, may  be  mentioned  a  bank  in  New  York  State,  in  a 
modest  country  town,  whose  deposits  are  but  $800,000  after 
having  been  in  business  since  1871,  and  whose  salary  list 
is  the  munificent  simi  of  $840  per  year. 

In  these  days  of  competition,  fast  and  furious,  to  start  a 
bank  after  the  old  time  notions,  and  in  the  old  time  way, 
would  invite  disaster,  especially  in  the  larger  cities.  The 
people  now-a-days  demand  fine  fixtures  and  well  dressed 
men  in  order  to  convince  them  that  this  is  really  a  bank  and 
worthy  of  their  regard.  The  difficulty  attending  the  estab- 
lishment of  a  modern  savings  bank  will  readily  be  seen 
when  it  is  remembered  that  since  1890  there  have  been  but 
26  savings  banks  organized  in  tlie  State  of  New  York,  and 
all  but  eight  are  in  Greater  New  York.  One  bank  opened 
in  a  very  modest  fashion,  and  in  its  first  fifteen  months, 
with  teeming  life  on  every  side,  showed  deposits  of  but 
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$62,000,  while  another  with  more  pretentious  quarters  had 
the  creditable  sum  of  over  half  a  million  as  the  result  of  its 
first  year's  operation. 

A  Laudable  Ambition. 

But  to  come  back  to  the  motive.  The  man  we  have  in 
mind,  so  desirous  of  starting  a  savings  bank,  is  generally  an 
attorney.  Herein  we  have  a  secret — the  secret.  He  is  a 
lawyer,  and  most  lawyers  hke  to  have  a  bank  among  their 
clients,  and  if  no  bank  can  be  found  that  is  badly  in  need 
of  the  services  of  an  able  and  experienced  attorney,  what 
more  simple,  and  better,  than  to  build  one  for  himself?  At 
least  six  out  of  the  twenty-six  mentioned  were  organized  by 
attorneys.  This  is  strictly  proper  and  no  one  can  charge 
the  profession  with  any  breach  of  etiquette.  A  bank  is  a 
good  client,  and  a  savings  bank,  when  it  attains  its  growth, 
especially  so. 

The  principal  part  of  a  savings  bank's  business,  so  far 
as  the  investments  are  concerned,  is  in  the  hne  of  mortgage 
loans.  And  loans  of  this  character  are  always  accompan- 
ied by  searches^  legal  papers,  etc.,  and  a  very  profitable  Une 
of  business  may  be  found  in  this  feature.  Then,  too,  there 
is  "incidental  business,"  such  as  cases  of  administration  of 
estates,  litigation  attending  the  conduct  of  its  business,  fees 
of  various  sorts,  notaries'  acknowledgments,  and  probably, 
as  desirable  as  any,  the  clientele  that  follows  honest  and 
honorable  deahng.  It  is  stated  on  good  authority  that 
the  fees  of  the  counsel  of  a  f our-milhon-dollar  bank  amount 
to  over  $6,000  per  year.  All  this  is  strictly  proper,* per- 
fectly legitimate  and  desirable,  withal,  and  if  this  be  true, 
we  have  found  a  good  motive,  aside  from  the  prestige  ofiicial 
connection  with  a  financial  institution  will  carry. 

Enlisting  Support. 

But  to  want  a  bank  and  to  get  one  are  two  different 
things,  and  widely  separated.  Having  made  up  his  mind 
to  build  him  a  bank,  he  will  need  moral  and  financial  sup- 
port. Moral  support  to  make  it  go  with  the  people,  and 
financial  support  to  provide  the  "wherewithal"  until  it  be- 
comes self-sustaining.  Inasmuch  as  this  institution  is  of  the 
mutual  or  trustee  type,  with  no  stock,  the  only  funds  with 
which  it  may  do  business  are  those  coming  over  the  counter 
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as  deposits,  and  in  competition  with  older  banks,  it  will  be 
obliged  to  pay  interest  to  depositors  from  the  beginning. 
It  will  have  running  expenses,  such  as  salaries,  rent,  light, 
stationery,  etc.,  and  will  of  necessity  have  to  be  "camed"^ 
until  it  can  walk  alone. 

The  Men. 

The  savings  bank  law  of  New  York  being  recognized  a» 
a  model,  we  shall  organize  after  this  law,  side-stepping  to 
note  differences  as  occasion  may  demand.  The  first  thing 
needful  to  obtain  will  be  men — good  men  with  clean  rec- 
ords and  widely  known,  who  will  trade  empty  honor  for  the 
use  of  that  good  name  and  record,  and  a  few  hundreds  of 
their  surplus  money  for  a  few  years.  This  is  not  the 
easiest  thing  imaginable.  Men  may  be  found  by  the  score 
in  every  community  who  would  be  glad  to  accept  a  savings 
bank  trusteeship,  but  to  get  good  men  who  will  go  in  from 
the  beginning  and  take  some  risk,  not  a  little  responsibility, 
and  spend  considerable  time  and  money  is  not  as  easy 
as  it  may  appear.  It  is  a  standing  wonder  how  some  men 
who  have  lent  their  influence  to  new  savings  banks  in  New 
York,  could  ever  have  been  persuaded  to  embark.  They  can- 
not possibly  get  anything  out  of  it  for  themselves,  save  the 
honor,  and  this  may  be  long  in  coming  and  delusive  after 
it  arrives. 

Trusteeship  Desirable. 

These  positions  are  sought  after  when  the  institution 
becomes  of  goodly  size,  for  it  stamps  a  man  as  a  leading  cit- 
izen, and  not  every  man  can  qualify.  A  case  in  point  is> 
that  of  a  trustee  of  a  new  savings  bank,  who,  needing  the 
money  he  had  advanced  to  the  bank  for  expenses  and  toward 
a  building  company  which  built  the  banking  house,  found 
no  difficulty  in  transferring  his  interest  for  cash  to  one  who 
coveted  such  an  honor.  In  New  York  he  must  have  had 
a  clean  financial  record,  for  "no  person  against  whom  a 
judgment  for  any  sum  of  money  shall  have  been  recovered 
or  shall  hereafter  be  recovered  and  remain  unsatisfied  of 
record,  or  unsecured  upon  appeal,  for  a  period  of  more  than 
three  months,  or  who  hereafter  takes  the  benefit  of  any  law 
of  bankruptcy  or  insolvency,  or  who  makes  a  general  as- 
signment for  the  benefit  of  his  creditors,  shall  be  a  trustee 
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of  any  savings  bank,  and  the  office  of  such  trustee  is  here- 
by vacated."  In  trustee  banks  in  California,  he  must  be  "a 
member  and  a  depositor." 

Organizing  a  Savings  Bank. 

In  organizing  a  savings  bank  in  New  York  State,  it  is 
required  that  not  less  than  nine  nor  more  than  tliirty  per- 
sons shall  foiTii  the  corporation,  all  of  whom  are  citizens  of 
the  United  States,  four-fifths  of  them  residents  of  New 
York  State,  and  two-thirds  of  them  residents  of  the  county 
where  the  bank  is  to  operate.  They  shall  subscribe  to  an  or- 
ganization certificate  which  states : 

1.  The  name  of  the  proposed  bank. 

2.  The  place  of  business. 

3.  The  name,  occupation,  residence  and  post  office  ad- 
dress of  each  incorporator. 

4.  The  sums  each  incorporator  will  contribute  in  cash 
to  the  initial  guaranty  and  expense  fund,  respectively. 

5.  A  declaration  that  each  incorporator  will  accept  the 
responsibilities  and  faithfully  discharge  the  duties  of  trus- 
tee and  is  free  from  all  disqualifications  in  the  law. 

At  the  same  time  they  shall  sign  a  notice  of  intent  to 
organize,  giving  the  name  of  the  bank,  their  own  names  and 
the  location  of  ttie  proposed  bank.  The  original  of  this 
notice  must  be  filed  in  the  office  of  the  Superintendent  of 
Banks  within  sixty  daj'^s  of  its  execution  and  a  copy  pub- 
lished at  least  once  a  week  for  four  successive  weeks  in  a 
newspaper  designated  by  the  superintendent.  At  least  fif- 
teen days  before  the  organization  certificate  is  submitted  to 
the  superintendent,  a  copy  of  such  notice  must  be  served 
upon  each  savings  bank  organized  and  doing  business  in  the 
village,  borough  or  city  specified  as  to  the  location  of  the 
bank,  by  mailing  such  copy  to  said  savings  banks. 

After  twenty-eight  days  from  the  first  date  of  publica- 
tion of  notice  of  intent  to  organize  and  within  ten  days  after 
the  last  publication,  the  organization  certificate,  in  duplicate, 
shall  be  submitted  for  examination  to  the  superintendent, 
with  affidavits  of  publication  and  service  of  notice  of  intent 
to  organize. 

The  corporate  existence  of  the  bank  begins  when  the 
superintendent  approves  the  organization  certificate.  It 
may  transact  sucli  business  as  is  incidental  to  the  organiza- 


i 


108     THE  SAVINGS  BANK  AND  ITS  PRACTICAL  WORK 

tion  but  none  otlier.  Before  it  may  transact  a  L^eneral  bank- 
ing business  the  trustees  must  deposit  the  guaranty  fund  as 
hereinafter  mentioned,  also  tlie  expense  fund,  and  shall  in- 
form the  superintendent  of  the  name,  residence  and  ])ost 
oflice  address  of  eacli  offi(*er.  The  organization  is  complete 
when  the  superintendent  issues  the  authorization  certificate. 

Before  the  latter  certificate  will  be  issued,  the  trustees 
are  required  to  create  a  guaranty  fund,  to  act  as  a  protec- 
tion to  depositors,  such  fiuid  to  consist  of  contributions  of 
the  tnistees  and  additions  from  earnings.  This  fund  shall  be 
at  least  five  thousand  dollars,  and  the  superintendent  may 
also  re(]uire  additional  guaranty  or  agreement  to  make 
such  further  contributions  as  the  case  may  require,  to  fully 
j)rotect  tlie  depositors.  This  guaranty  fund  is  not  a  liability 
of  the  bank. 

The  incorporators  shall  also  provide  an  expense  fund  of 
at  least  five  thousand  dollars,  to  provide  for  the  expenses  of 
the  bank  until  the  earnings  are  sufficient  to  provide  for 
ex})enses,  and  shall  furnish  such  further  agreement  to  meet 
the  expenses  as  the  superintendent  may  require.  This  also 
is  not  a  liability  of  the  bank. 

These  advances  may  be  returned  to  the  incorporators 
from  earnings  whenever  such  payments  will  not  reduce  the 
guaranty  fund  below  five  per  cent,  of  the  deposits. 

Is  THE  Bank  Needed? 

Before  a  charter  is  granted  the  superintendent  of  banks 
usually  investigates  the  following  points:  1.  Whether  the 
greater  convenience  of  access  to  a  savings  bank  will  be 
afforded  to  any  considerable  number  of  depositors  by  open- 
ing a  savings  bank  in  the  place  designated.  (This  is  usually 
required  in  all  states.)  2.  Whether  the  density  of  popu- 
lation in  the  designated  neighborhood  and  the  surrounding 
country  affords  a  reasonable  promise  of  adequate  support 
to  the  enterprise.  (The  density  is  not  sufficient,  as  the 
density  may  be  verj"  'Vlense,"  yet  the  character  of  the  people 
such  as  to  discount  the  success  of  the  bank  at  the  start.  The 
class  of  people  to  be  sen- ed  will  have  as  much  to  do  w^th  the 
success  as  the  number.  A  savings  bank  requires  a  clientele 
of  wage  earners,  and  thri\'es  best  in  those  sections  such  as 
the  "east  side"  where  the  wage  earners  live.  The  location  is 
vital.)     3.  Whether  the  responsibility,  character  and  general 
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fitness  for  the  discharge  of  the  duties  appertaining  to  such  a 
trust,  of  the  persons  named  in  the  certificate,  are  such  as  to 
command  the  confidence  of  the  community  in  wliich  the 
savings  bank  is  to  be  located. 

Is  THE  Motive  Good  and  Are  the  Men  Responsible? 

Here  is  where  the  motive  will  be  investigated,  and  the 
character  and  standing  of  the  men  looked  into,  the  terri- 
tory surveyed,  competition  considered,  etc.  A  few  years 
ago  a  savings  bank  was  proposed  in  a  thickly  populated 
section  of  Greater  New  York,  to  be  officered  by  Poles. 
When  the  business  and  social  standing  of  the  incorporators 
was  investigated,  the  following  proved  to  be  the  facts :  No. 
I  was  a  private  banker,  steamship  agent,  chief  promoter, 
advisor  to  the  poor,  and  slated  for  vice-president.  No.  2 
was  a  retired  saloon  keeper.  No.  8  was  a  night  watchman. 
No.  4  was  the  proprietor  of  a  cheap  grocery.  No.  5  was 
bartender  in  his  own  saloon.  No.  6  was  a  fireman  in  an 
oil  works.  No.  7  was  a  cooper,  and  claimed  to  be  worth 
$50,000.  No.  8  was  his  son,  and  made  no  claims.  No.  9 
was  the  owner  of  a  delicatessen  store,  and  claimed  to  own 
a  row  of  brick  flats.  No.  10  was  a  tailor  on  the  top  floor 
of  a  tenement  on  Second  Avenue,  New  York,  and  was  re- 
ported as  having  saved  $5,000.  No.  11  was  another  private 
banker,  and  ran  a  "building  and  loan  association,"  with  as- 
sets of  $16,000.  A  dusty  desk  and  a  few  broken  chairs  con- 
stituted his  "bank."  He  was  slated  for  cashier.  The  rest 
were  Polish  priests.  No.  1  was  rated  at  from  $500  to 
$1,000  by  Bradstreet,  No.  5  at  less  than  $500  by  the  same 
agency,  and  the  rest  had  no  rating  whatever.  Imagine  this 
array  of  talent  running  a  savings  bank  and  paying  its  bills 
for  three  years!  It  is  needless  to  say  that  such  men  are 
not  of  savings  bank  calibre  and  the  charter  was  refused. 

Let  the  Opposition  Be  Heard. 

During  this  time,  opposition,  if  any,  will  develop.  It  is 
the  custom  in  New  York  to  give  a  public  hearing,  notify- 
ing all  banks  in  the  territor5\  But  usually,  if  conditions 
warrant  and  the  men  are  acting  in  good  faith  and  responsi- 
ble, the  charter  is  readily  granted.  Practically  all  the  States 
providing  for  savings  banks  require  investigation  before 
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will  necessitate  mudi  time  and  labor.  An  assessment  will 
be  levied  against  eadi  trustee;  this  will  foim  the  expense 
fond,  from  which  aU  expenses  will  come  until  the  bank 
becomes  a  going  instituticMi,  when  these  advances  will  be 
returned.  How  long  this  will  be  depends  upon  the  lavidi- 
ness  of  the  initial  outfit,  the  rent,  the  salaries,  etc,  together 
with  the  earning  capacity  of  the  bank.  One  bank  in  the 
greater  dtv,  with  a  board  of  thirteoi  men,  started  off  with 
a  $2,000  mahogany  counter,  an  $8,000  vault,  an  itaa  of 
$1^500  TenU  salaries  amounting  to  ^2.500.  with  interest  to 
depositors  at  4  per  cmt.  Another,  in  the  greater  city  also, 
was  fortunate  enough  to  have  rent  free  for  the  first  3rear, 
with  unusual  success  in  deposits,  high  rates  of  interest  for 
its  money,  and  at  the  end  of  the  second  year  it  was  pay- 
ing aU  expenses,  save  an  aUowance  for  rent, — ^an  unusual 
and  noteworthy  record.  The  most  notable  addevemoit  in 
the  line  of  deposits  belongs  to  a  Buffalo  bank,  which  se- 
cured half  a  Dullion  in  deposits  during  the  first  year  of  its 
existence.  S<Miie  of  the  newer  banks  have  been  ten  years 
in  repaying  their  trustees,  and  this  is  easily  accounted  for 
from  the  prevailing  low  rates  of  interest  during  the  eaiiy 
part  of  their  history. 

Almost  a  Bank. 

But  even  yet,  the  venture  may  fall  through.  One  bank 
went  aU  through  the  organization  and  secured  an  option  on 
the  quarters  desired,  when  the  summer  season  came  on,  and 
with  it  a  disagreement  as  to  fittings.  One  faction  wanted 
marble  and  bronze,  the  other  a  more  modest  outfit.  Vaca- 
tions and  election  took  time  and  attention  away  from  the 
project  and  the  proposed  bank,  in  a  splendid  location,  in 
a  growing  section  of  thrifty  people,  with  every  pnxnise  of 
success,  surrendered  its  charter  and  went  out  of  existence. 

Opening  Day. 

Having  secured  quarters  that  are  roomy  and  attract- 
ive, contracts  are  let  for  counters  and  signs  and  desks  and 
safes  and  books  and  supplies  of  all  kinds.  The  details  will 
be  multitudinous  and  it  wiU  fall  upon  an  interested  few  to 
look  closely  after  affairs,  in  order  that  everything  may  be 
''just  right."    At  length  the  banking  room  is  complete  and 
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a  day  can  be  set  for  formal  opening,  for  it  is  usual  to 
invite  the  public  to  inspect  the  new  quarters,  allowing  them 
the  freedom  of  the  place. 

As  the  opening  day  draws  near,  there  will  be  increased 
interest.  Book  No.  1  will  be  in  wide  demand,  for  senti- 
mental reasons.  Accounts  will  be  promised  and  many  will 
be  anxious  to  be  among  the  first  to  deposit,  insisting  upon 
"low  numbers"  near  the  bottom.  One  bank  opened  168 
books  the  first  day,  representing  $17,000. 

The  supplies  arrive,  the  charwomen  scrub  and  clean 
and  dust.  Notices  are  sent  out,  "write  ups"  prepared  for 
the  papers,  invitations  to  other  banks  delivered,  asking 
them  to  come  and  see  their  new  competitor;  flowers  come 
in  with  complimentary  and  "good  luck"  inscriptions.  The 
time  arrives,  the  doors  are  opened,  the  crowd  comes  in,  and 
book  No.  1  goes  out,  and  the  bank  is  in  operation.  May 
its  life  be  long,  and  success  come  quickly! 


CHAPTER  IX 

THE   MANAGEMENT   OF   A   SAVINGS   BANK 

Underlying  every  business  and  profession  is  a  system  of 
ethics ;  that  is  to  say,  a  set  of  rules  or  principles,  written  and 
unwritten,  which  govern  its  conduct  and  regulate  its  activi- 
ties. Thus  we  have  medical  ethics  and  legal  ethics,  meaning 
"the  science  of  right  conduct  or  moral  obligations"  in  those 
professions.  When  we  say  that  a  doctor,  in  advertising  for 
patients,  other  than  by  card ;  or  the  lawyer  in  openly  solicit- 
ing clients,  violates  the  ethics  of  his  profession,  we  mean  that 
there  is  an  unwritten  law  against  such  practices,  which,  as  an 
honorable  man,  he  is  bound  to  obey. 

The  savings  bank  also  has  its  ethical  side.  Through  a 
long  and  honored  history,  there  has  been  built  up  a  system 
of  ethics,  with  lines  as  finely  drawn  as  prevail  in  any  other 
calling,  and  in  which  honor  and  good  conscience  play  an 
important  part.  Some  of  these  rules — in  fact,  many  of  them 
— ^may  be  found  in  the  judicial  decisions  involving  savings 
bank  law  and  practice,  and  to  these  we  shall  have  frequent 
recourse  in  endeavoring  to  determine  the  underlying  prin- 
ciples  which  govern  such  institutions.  But  there  are  other 
ndes  of  conduct  which  are  neither  found  upon  the  statute 
books,  nor  in  the  case  law,  nor  in  the  bank's  own  laws  (the 
by-laws) ,  and  we  shall  have  to  go  deeper  than  either  of  these 
sources  to  ascertain  what  they  are. 

The  savings  bank  man  wishing  to  further  selfish  ends  will 
find  many  opportunities  to  add  to  his  eartlily  store,  and  in 
the  law  of  the  Commonwealth  will  find  nothing  to  say  him 
nay;  but  if  he  were  to  look  deeper  than  the  statute  law  he 
would  find  that  the  question  is  not,  is  it  lawful,  but  is  it  right, 
and  what  is  the  moral  effect  if  wrong?  In  the  making  of 
mortgage  loans,  for  instance,  there  are  plenty  of  brokers 
wilhng  to  share  their  commissions  in  lieu  of  a  wider  latitude 
in  borrowing,  or  the  bringing  to  bear  of  that  influence  which 
will  secure  favorable  action.  There  are  insurance  brokers 
who  will  gladly  make  it  "worth  while"  to  the  savings  bank 
man  who  will  give  them  a  monopoly  of  the  bank's  insurance 
— ^no  little  item  in  the  course  of  a  year;  and  yet,  who  will 
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endeavor  to  prove  that  the  savings  bank  man,  true  to  the 
trust  imposed  upon  him,  and  true  to  the  standards  of  the 
past  and  the  ethics  of  the  present,  will  use  his  office  for  the 
single  end  and  aim  of  financial  profit  to  himself? 

And  who  dares  attempt  to  sustain  the  position  that  where 
a  savings  bank  official  accepts  commissions  for  wiAlring  loans, 
the  security  of  the  loan  and  the  quality  thereof,  are  always 
paramount  considerations?  Human  nature  negatives  such 
an  idea. 

As  in  other  professions,  we  shall  find  the  standard  high 
and  the  conduct  as  a  rule  worthy ;  for  in  spite  of  the  sordid- 
ness  of  present-day  business  and  the  tendency  to  make 
money  and  money  only  the  sole  end  and  aim  of  life,  there  are 
to-day  savings  banks  and  savings  bank  men  "'as  clean  as  a 
hourid^s  tooth,"  to  whom  the  thought  of  anything  that 
savored,  however  remotely,  of  graft  would  be  abhorrent 

On  the  other  hand,  the  "'spirit  of  conunercialism"  which 
has  poisoned  so  many  callings  has  found  an  entering  wedge 
into  the  field  of  savings  banking,  and  as  the  quack  doctor 
and  the  tricky  lawyer  have  brought  discredit  on  their  pro- 
fessions, so  we  shall  find  savings  bank  men  untrue  to  the 
ethical  standard  of  our  calling,  and  institutions  rife  with 
selfishness  and  self-aggrandizement;  but  such  as  these  only 
go  to  j)rove  how  worthy  of  honor  is  the  man,  the  institution, 
that  has  been  strong  enough  to  withstand  the  temptations 
that  are  on  every  hand. 

In  a  study  of  these  rules  and  principles,  we  shall  find 
them  to  readily  divide  themselves  into  two  groups,  moral  or 
unwritten,  and  legal  or  adjudicated.  The  latter  will  form 
the  basis  for  our  study,  since  they  include,  by  implication  at 
least,  the  moral,  and  by  reading  between  the  lines,  we  shall 
get  a  clear  and  comprehensive  idea  of  what  the  moral  duties 
of  a  savings  bank  man  are.  As  in  the  introduction  to  the 
nature  and  functions  of  savings  banks,  we  can  best  begin 
with  an  interrogation,  namely,  Who  may  be  a  trustee? 

Who  May  Be  a  Trustee? 

No  man  can^uy  his  way  into  trusteeship  in  a  mutual 
savings  bank.  He  can  only  gain  this  honor  by  so  conducting 
his  personal  and  business  affairs  that  his  name  shall  be  a 
synonym  for  honesty  and  integrity,  and  thereby  win  for  him- 
self the  right  to  care  for  other  people's  savings.    In  this  it  is 
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distinguished  from  other  moneyed  corporations  (in- 
cluding stock  savings  banks)  wherein  stock  ownership  car- 
ries with  it  voting  power,  and  voting  power,  control.  The 
man  who  aspires  to  bank  directorship  needs  only  to  buy 
enough  stock,  or  control  its  voting  power,  and  elect  himself; 
but  in  the  savings  bank,  the  proposition  is  rather  like  this: 
"Make  good  and  wait  until  they  elect  your 

Qualifications  for  Trusteeship. 

Except  in  a  few  cases,  hereinafter  noted,  the  qualifica- 
tions are  moral  rather  than  financial.  While  rich  men  are 
desirable,  their  wealth  must  be  accompanied  by 
clean  hands  and  an  upright  character.  It  has  been  held  with 
some  degree  of  reason  that  a  man  will  give  better  attention 
to  the  affairs  of  a  corporation  in  which  his  interest  is 
pecuniary  rather  than  sentimental,  and  this  is  true  of  some 
men;  but  tfcere  are  others  who  will  give  the  same  careful 
thought  to  the  institution  out  of  which  they  never  get  a  cent 
in  money  as  if  it  were  their  own  business.  This  is  amply 
sustained  by  the  high  degree  of  excellence  of  the  manage- 
ment of  many  of  our  eleemosynary  savings  institutions,  a 
matter  of  no  little  pride  to  those  who  see  in  this  the  highest 
type  of  financial  institution. 

In  practically  every  state  that  has  a  savings  bank  law, 
provision  is  made  that,  before  issuing  charter,  the  depart- 
ment of  government  having  banks  in  charge  shall  investigate 
the  motives  that  lie  behind  the  request  for  charter,  and  be- 
come satisfied  that  the  men  are  acting  in  good  faith,  and  with 
worthy  ends  in  view  and  are  "representative  men  of  busi- 
ness," whose  standing  in  the  community  is  such  as  to  lend 
strength  and  dignity  to  the  proposed  bank.  In  New  York, 
the  qualifications  are  negative  rather  than  positive;  thus: 
(a)  he  must  not  be  a  resident  of  another  State;*  (b)  no 
one  against  whom  a  judgment  for  any  sum  shall  have  been 
recovered  or  shall  hereafter  be  recovered,  and  remain  unsat- 
isfied of  record  or  unsecured  upon  appeal,  for  more  than 
three  months;  (c)  or  who' takes  the  benefit  of  any  law  of 
bankruptcy  or  insolvency;  (d)  or  who  qiakes  a  general 
assignment  for  the  benefit  of  creditors,  or  TS  trustee,  officer 


*It  is  said  that  some  trustees  who  live  outside  of  New  York  and  commute, 
maintain  sleeping  apartments  in  New  York,  in  order  to  legally  claim  New  York 
as  their  residence.  By  the  revision  of  1914  one-fifth  of  the  trustees  of  a  savings 
bank  in  New  York  City  may  be  residents  of  an  adjoining  state,  thus  making  the 
al>ove  unnecessary.     (Note  to  second  edition). 
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or  clerk  of  another  savings  bank,  shall  be  a  trustee  of  a 
savings  bank  and  if  any  of  these  events  take  place  during 
his  trusteeship  his  office  becomes  void.  In  Massachusetts 
the  office  of  any  trustee  who  takes  the  benefit  of  any  law 
of  bankruptcy  or  insolvency;  or  of  the  oath  for  the  relief  of 
poor  debtors  "shall  thereby  be  vacated."  This  strict  pro- 
vision has  no  doubt  caused  some  unfortunate  good  men  some 
bitter  tears,  but  it  has  also  prevented  undesirables  from  ob- 
taining a  seat  which  is,  or  should  be,  a  mark  of  honor.  In 
Indiana,  it  is  required  that  trustees  shall  be  freeholders,  and 
residents  of  the  county  where  the  bank  is  located  for  at  least 
five  years  prior  to  election,  and  shall  own  unencumbered  real 
estate  worth  at  least  $5,000.  In  New  Jersey,  the  trustees 
must  also  be  freeholders,  and  approved  by  the  bank 
department. 

In  Vermont,  the  "corporation"  is  composed  of  not  over 
fifty  members,  from  which  at  least  seven,  but  not  more  than 
eleven  trustees,  are  elected.  In  Maine,  the  corporation  con- 
sists of  not  less  than  thirty  members,  of  whom  five  are 
trustees. 

Trustees  in  Ye  Olden  Time. 

The  charter  of  the  Institution  for  the  Savings  of  Mer- 
chants' Clerks,  in  New  York  (now  the  Union  Square  Sav- 
ings Bank),  granted  in  1848,  contained  some  unique  pro- 
visions in  this  regard,  namely:  Nine  of  the  first  managers 
should  be  selected  by  the  Chamber  of  Commerce  of  the  State 
of  New  York  from  its  own  body,  and  the  president  and  first 
vice-president  and  treasurer  of  the  said  Chamber  of  Com- 
merce, and  the  president  and  vice-president  and  treasurer 
of  the  Mercantile  Library  Association  should  always  be  ex- 
officio  managers,  and  the  nine  members  elected  by  the  Cham- 
ber of  Commerce,  together  with  six  ex-officio  managers,, 
should  select  the  remaining  nine  managers.* 

Such  proceedings  are  unusual  and  do  not  obtain  as  Bl 
general  rule,  the  requirements  being  general,  not  specific, 
although  in  West  Virginia  appointments  are  made  by  the* 
Circuit  Court.  The  number  varies,  from  five  upwards.  In 
New  York  the  minimum  is  thirteen,  and  no  maximum  limit. 

The  Bowery  Savings  Bank  has  forty  trustees. 

•^ — , —    c 

*The  revision  of  1914  provides  "Nor  shall  a  person  be  a  trustee  of  a  savings, 
bank  solely  by  reason  of  his  holding  a  public  oflSce." 
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Removal  of  Tkustees. 

As  has  already  been  indicated,  trusteeship  in  New  York 
and  many  other  States  is  perpetual.*  Such  officer  cannot 
be  removed  except  by  operation  of  the  law  disqualifying 
him.  And  unless  he  makes  himself  amenable  to  the  law,  he 
can  defy  the  world  to  oust  him.  In  Massachusetts,  by 
the  act  of  1910,  if,  in  the  opinion  of  the  bank  commissioner, 
an  officer  or  trustee  has  abused  his  trust,  or  used  his  official 
position  in  a  manner  contrary  to  the  interests  of  the  bank 
or  its  depositors,  or  has  been  neghgent  in  the  performance  of 
his  duties,  he  may  report  the  case  to  the  attorney-general 
for  such  action  as  the  situation  demands.  In  Massachusetts, 
as  in  New  York,  bankruptcy  voids  the  office,  but  the  com- 
missioner has  the  additional  power,  not  granted  in  New 
York,  of  recommending  the  removal  of  any  trustee  as  above 
stated.  It  would  seem  expedient  to  have  some  redress 
against  the  trustee  who  does  not  work  in  harmony  wdth  the 
rest  of  the  board,  and  the  perpetual  feature  no  doubt  is  of- 
ten a  disadvantage. 

Duplication  of  Officees. 

It  is  likewise  the  intent  of  the  law  to  prevent  a  duplica- 
tion of  bank  officers  and  managers.  The  savings  bank  that  is 
not  connected  with  some  bank  of  discount  by  some  sort  of  an 
alliance  is  a  rarity — the  commercial  bank  men  see  to  it  that 
it  is,  for  the  savings  bank  account  is  usually  the  largest  and 
most  profitable  account  the  bank  of  discount  or  trust  com- 
pany carries.  When  it  is  remembered  that  a  bank  with 
$50,000,000  of  deposits  frequently  has  over  five  million  on 
deposit  with  other  banks,  the  alliance  which  can  influence 
some  of  that  money  in  certain  directions  is  a  most  desirable 
thing  to  foster.  Such  alhances  are  generally  entirely  proper, 
although  often  abused.  But  to  prevent  one  bank  control- 
ling another  bj^  force  of  numbers  in  the  board  (which  is  not 
to  say  that  banks  are  not  thus  controlled  irrespective  of  the 
number  of  duplications)  it  is  usually  found  that  some  efforts 
are  made  in  the  law  to  make  such  duplication  of  management 
difficult,  if  not  impossible.  In  California,  in  designating 
depository  banks,  the  vote  of  a  majority  of  the  board  ex- 


*By  the  revisian  of  1914,  a  trustee  may  be  removed  by  a  three-fourths  vote  of 
the  board.     (Note  to  second  edition). 
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clvMve  of  those  who  are  officers,  directors  or  trustees  of  the 
depository  bank  is  required. 

Thus,  in  New  York,  the  statute  provides  that  a  trustee 
^hall  not  "become  a  member  of  the  board  of  directors  of  a 
bank  or  trust  company  of  which  board  enough  other  trustees 
of  the  savings  bank  are  members  to  constitute  with  him  a 
majority  of  the  board  of  trustees." 

In  Vermont:  "No  person  shall  hold  office  in  two  sudi 
corporations  at  the  same  time;  and  no  president,  vice-presi- 
dent or  treasurer  or  assistant  treasurer  of  such  corporation 
shall  at  the  same  time,  hold  office  as  president,  vice-president, 
•cashier  or  assistant  cashier  in  a  bank  of  discount.  State  or 
national,  or  a  trust  company  in  this  State;  nor  shall  a 
majority  of  the  trustees  of  any  such  corporation  be  directors 
in  a  national  or  State  bank  or  trust  company." 

In  Massachusetts  no  president,  vice-president  or  treas- 
lu-er  of  a  savings  bank  may  be  a  like  officer  of  a  national  or 
State  bank  or  trust  company. 

In  Maine:  "No  cashier  in  a  national  bank  or  trust  and 
banking  company  shall  be  treasurer  of  any  savings  bank, 
the  deposits  of  which  exceed  one  hundred  and  fifty  thousand 
dollars;  and  if  the  treasurer  of  a  savings  bank,  having  de- 
posits not  exceeding  one  hundred  and  fifty  thousand  dollars, 
is  cashier  of  a  national  bank  or  trust  and  banking  company, 
the  board  of  trustees  of  such  savings  bank  shall  not  include 
more  than  one  director,  nor  more  than  two  stockholders  in 
the  national  bank  or  trust  and  banking  company  so  con- 
nected therewith." 

Thus  there  will  be  found  a  tendency,  and  rightly,  to 
divorce  the  savings  bank  from  the  commercial.  There  may 
be  instances  where  the  relationship  would  be  beneficial  to 
both,  and  just  and  fair  to  all  the  interests  involved,  but 
human  nature  is  all  too  prone  to  be  biased  when  personal 
profit  is  in  view,  and  the  more  marked  the  line  of  separation 
can  be  made  the  better  it  w^ill  be  for  the  savings  bank. 

It  is  concluded,  therefore,  that  not  every  man  can  be  a 
trustee  of  a  savings  bank,  especially  in  those  States  where 
the  savings  bank  has  had  its  best  test ;  but  once  in  office  he  is, 
as  a  rule,  a  "fixture,"  the  body  to  which  he  belongs  being 
self-perpetuating,  since  it  is  quite  general  to  permit  the 
trustees  of  savings  banks  to  select  men  to  fill  vacancies  in 
their  own  organization,  restricted,  of  course,  as  above;  but, 
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otherwise,  they  are  a  permanent  body;  they  frequently  die, 
they  seldom  resign,  and  never  get  rich  from  the  emoluments 
of  their  oflSce. 

The  Teustee^s  Fiest  Duty. 

Having  been  elected,  the  trustee's  first  duty  is  to  take 
the  customary  oath  of  office.  In  many  States  the  name  must 
be  reported  to  the  banking  department,  and  the  oath  there 
filed.  In  Massachusetts,  the  department  thereupon  trans- 
mits to  him  a  copy  of  the  savings  bank  act.  The  oath  is  not 
required  in  all  States,  and  has  been  in  force  in  New  York 
only  since  1908,  but  is  coming  to  be  more  common  as  the 
laws  are  revised.  Having  duly  qualified,  his  first  duty  is 
to  attend  the  meetings,  which  are  usually  held  monthly ,^ 
although  in  a  few  States,  as  in  Vermont  and  Massachusetts, 
meetings  are  required  but  quarterly.  This  attendance  is 
compulsory,  and  continued  absence  for  any  length  of  time, 
unexcused,  voids  the  office.  Thus  in  Massachusetts,  absence 
from  two  consecutive  annual  meetings  or  six  monthly  meet- 
ings vacates  the  office  upon  vote  of  the  corporation  to  this 
effect.  In  New  York  absence  from  six  consecutive  meetings, 
without  having  been  previously  excused,  voids  the  office 
without  action  on  the  part  of  the  board.  The  New  York 
Banking  Department  is  particular  to  see  that  this  provision 
is  enforced. 

In  Texas,  failure  to  attend  six  successive  meetings,  with- 
out valid  reason,  like  New  York,  voids  the  office.  In  Minne- 
sota, the  same  rule  obtains.  In  Indiana,  nine  omissions 
vacates  the  office.  In  Missouri,  three.  In  Maine,  two  suc- 
cessive absences  from  annual  meetings  voids  the  office  unless 
re-elected  by  the  board.  In  New  Jersey,  the  New  York  rule 
applies.  In  Rhode  Island,  failure  to  attend  six  meetings 
or  "to  perform  the  regular  duties"  voids  the  office,  upon  vote 
of  the  board. 

It  will  thus  be  seen  that  the  intent  of  the  law  is  not  only 
that  the  man  shall  have  his  name  and  influence  loaned  to  a 
savings  bank — he  must  attend  its  affairs  in  person.  He  must 
know  something  of  the  com-se  of  events,  the  loans,  the  gen- 
eral policy,  the  investments  and  the  modus  operandi  of  the 
institution.  He  cannot  be  a  "dummy";  he  is  not  expected 
to  be  a  silent  partner,  but  to  have  a  hand  in  all  that  is  done. 
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Committee  Duty. 

In  an  opinion  rendered  by  the  Attorney-General  of  New 
York  in  1879  it  was  held  that  "Committee  duty  is  a  duty  de- 
volved upon  a  trustee  as  such  by  the  board  and  in  pursuance 
of  law.  If  a  trustee  attends  no  meetings  or  performs  no 
committee  duties  for  six  successive  months,  his  oflSce  becomes 
ipso  facto  vacant.  Neglect  to  perform  duties  is  equivalent 
to  a  refusal  to  serve  and  a  continuance  of  such  neglect  for  six 
months  is,  in  the  purview  of  the  statute,  a  permanent  refusal 
to  serve.  The  law  requires  active  fidelity  in  the  execution  of 
such  trusts  and  does  not  tolerate  passive  indifference."* 

Fees  for  Attendance  at  Board  Meetings. 

The  story  is  told  of  a  corporation  in  New  York  which 
had  a  rule  by  which  those  who  were  absent  from  meetings 
forfeited  their  fees  to  those  in  attendance.  On  a  certain 
morning,  when  a  blizzard  was  raging,  one  of  the  directors 
made  up  his  mind  that  on  account  of  the  storm  there  would 
be  a  small  attendance,  and  he  would  "scoop  the  pot."  At 
great  discomfort  he  managed  to  reach  the  office,  when  to  his 
astonishment  he  found  a  full  board  assembled— they  had  all 
come  to  the  same  conclusion  as  he!  Suffice  it  to  say  it  was 
not  a  savings  bank,  and  even  if  it  had  been,  the  pot  would 
not  have  been  worth  scooping !  In  New  York,  the  trustee  is 
allowed  no  fees  whatever.  In  Rhode  Island,  not  over  three 
dollars  per  meeting;  in  New  Hampshire,  reasonable  pay  for 
his  services;  in  Indiana,  when  the  surplus  amounts  to 
fifteen  per  cent,  of  the  deposits,  they  may  receive  not  over 
three  dollars;  in  New  Jersey,  they  may  receive  fees  for  at- 
tendance at  meetings  "to  be  determined  by  the  board." 

The  Remuneration  of  a  Trustee. 

The  mere  fact  that  a  trustee  is  not  permitted  to  receive  a 
fee  for  attending  the  meetings  is  not  to  say  that  he  does  not 
and  should  not  be  repaid  for  his  services ;  but  this  com- 
pensation is  never  given  liim  as  trustee  (meaning  the  cus- 
todian of  other  people's  money) ,  but  as  an  officer  or  commit- 
teeman; which  may  be  a  "distinction  without  a  difference'*. 

It  is  but  just  that  the  man  who  gives  his  time  to  such  an 

♦Paine's  Banking  Laws,  p.  209. 
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office  should  be  paid  what  the  service  is  worth — a  laborer  is 
worthy  of  his  hire.  Where  he  is  in  constant  attendance  as 
president  he  generally  is,  and  should  be,  well  paid. 

Neither  savings  bank  law  nor  savings  bank  ethics  hai^ 
anything  to  say  to  the  savings  bank  manager  who  uses  his 
office  in  honorable  ways  to  add  to  his  income ;  but  the  trouble 
is  the  honorable  ways,  aside  from  adequate  salary,  are  so 
few  and  far  between,  while  on  the  other  hand,  the  question- 
able ways  are  so  many. 

If  his  moral  perception  is  biased,  and  he  cannot  see  the 
"fine  line  of  demarkation"  where  ethics  begin  and  profits 
end,  he  will  have  all  sorts  of  temptations  to  add  to  his  earthly 
store  at  the  expense  of  his  conscience.  There  are  of  a  cer- 
tainty savings  banks  unspotted  in  this  respect;  and,  again, 
there  are  those  where  fees,  commissions  and  other  emolu- 
ments are  not  frowned  upon — ^in  fact,  they  are  invited.  But 
the  official  who  must  "be  seen"  in  order  to  get  a  good  loan 
through,  or  must  receive  a  commission  on  bonds  bought  for 
his  institution,  is  out  of  his  element  in  savings  banking. 

Following  this  thought,  the  laws  of  Indiana  provide:. 
"Nor  shall  any  trustee,  officer  or  agent  receive  directly  or 
indirectly^  any  commission  or  reward  for  procuring  a  loan 
from  such  savings  bank,  or  for  selling  to  such  savings  bank 
-any  note,  mortgage,  chose  in  action  or  property  of  any  kind 
whatever."  Vermont  has  it  thus:  "No  officer,  trustee,  direc- 
tor or  employee  of  a  savings  institution,  savings  bank  or 
trust  company  shall  receive  any  fee,  present,  benefit  or  com- 
mission, directly  or  indirectly ,  from  a  borrower  or  applicant 
for  loan,  or  from  any  one  negotiating  securities  at  the  in- 
stitution or  company  of  which  he  is  an  officer,  trustee,  direc- 
tor or  employee.  Nor  shall  he  receive  any  fee,  benefit, 
present'or  commission,  directly  or  indirectly,  for  a  loan  made 
or  securities  bought  or  sold  by  cuch  institution  or  company, 
except  the  benefit  or  profit  he  may  derive  in  common  with 
other  depositors  or  stockholders,  and  the  compensation 
allowed  by  such  institution  or  company  for  services  and 
expenses/' 

California:  "Any  officer  or  employee  who  asks  or  con- 
sents or  agrees  to  receive  any  commission,  emolument,  grat- 
uity or  reward,  or  any  money,  property  or  thing  of  value  or 
of  personal  advantage,  for  procuring  loans,  purchase  or  dis- 
count of  any  paper,  note,  etc.,  or  permitting  overdrafts,  is 
guilty  of  a  felony.'' 
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Massachusetts  puts  it  a  little  stronger  and  adds  a  penalty, 
as  follows:  "Such  corporation  or  a  person  acting  in  its  be- 
half, shall  not  directly  or  indirectly  negotiate,  take  or  receive 
.  a  fee,  brokerage,  commission,  gift  or  other  consideration  for 
or  on  account  of  a  loan  made  by  or  on  behalf  of  such  cor- 
poration, other  than  appears  on  the  face  of  the  note  by 
which  such  loan  purports  to  be  made;  but  the  provisions  of 
this  section  shall  not  apply  to  a  reasonable  charge  for  ser- 
vices in  the  examination  of  titles  to  real  estate,  and  the  prep- 
aration of  conveyances  to  such  corporation  as  security  for 
its  loans.  Whoever  violates  a  provision  of  this  section  shall 
be  punished  hy  ^  fine  of  not  more  than  one  thousand  dollars 
or  by  imprisonmeijt  for  not  more  than  one  year  or  by  both 
fine  and  imprisonment."  Maine  has  substantially  the  same 
provision,  except  the  penalty  is  one  hundred  dollars.  In 
New  York:  "No  trustee  o/  any  such  corporation  shall  have 
any  interest,  direct  or  indirect,  in  the  gains  or  profits  thereof,, 
nor  as  such,  directly  or  indirect!^:,  receive  any  pay  or  emolu- 
ment for  his  services  concept  as  hereinafter  provided/* 

Trustees  in  New  York  are  forbidde?n:  (a)  To  have  any 
interest  direct  or  indirect  in  the  gains  or*  profits,  except  to 
receive  dividends  upon  the  amounts  coi>*ributed  to  the 
guaranty  and  expense  funds,  (b)  To  ui^p  any  of  the 
funds,  as  agent  or  partner,  or  for  himself,  exVoept  to  make 
such  payments  as  are  authorized  by  the  boardlL  (c)  Re- 
ceive directly  or  indirectly  and  retain  for  his  ovWi  use  any 
commission  or  benefit  from  any  loan  made  by  th\bank,  or 
any  pay  or  emolument  for  ser\^ices  rendered  to  the  \orrower 
in  connection  with  any  loan  except  as  authonped  in 
the  law.  (d)  Require  or  direct  any  borrower  or\  mort- 
gage loan  to  negotiate  a  policy  of  insurance  throujm  any 
particular  broker  or  to  divert  insurance  to  any  partMJular 
broker,  or  to  refuse  to  accept  a  policy  because  not  wimtten 
through  a  particular  broker,  (e)  Become  surety  oil  en- 
dorser or  guarantor  or  in  any  manner  obligor  for  any  ^an 
made  through  a  savings  bank  of  which  he  is  trustee.  |(f ) 
For  himself  or  as  agent  or  partner  directly  or  indirectly 
borrow  any  of  the  funds  of  the  savings  bank,  or  bec(\me 
owner  of  property  upon  which  the  bank  holds  a  mortgaj 

In  New  York  they  are,  however,  allowed  such  fees  ^or 
examinations  and  real  estate  appraisals  as  the  majority  d)f 
the  board,  exclusive  of  the  trustee  affected  thereby,  shiu) 
deem  just  and  reasonable. 


THE  MANAGEMENT  OF  A  SAVINGS  BANK  123 

In  Wisconsin,  trustees  are  not  allowed  to  borrow  or  to 
become  surety  for  loans,  and  are  forbidden  to  receive  money 
"or  any  valuable  thing"  for  negotiating,  procuring  or  rec- 
ommending a  loan,  or  for  buying  or  selling  stocks  and  bonds. 

The  service  of  a  trustee,  therefore,  is  to  be  of  a  philan- 
thropic nature,  similar  to  that  rendered  by  the  officials  of  a 
church  or  a  school  district.  The  element  of  personal  gain  is 
foreign  to  the  office  and  "What  do  I  get  out  of  it?"  wholly 
outside  the  vocabulary  of  the  savings  bank  trustee  who  serves 
in  keeping  with  the  spirit  and  letter  of  the  law. 

The  difference  between  receiving  a  fee  or  bonus  for  in- 
fluencing loans  and  a  fee  for  spending  half  a  day  looking 
at  a  piece  of  real  estate  upon  which  a  loan  is  desired,  or  a  day 
checking  up  the  bond  investments,  is  apparent;  and 
while  the  first  is  "tabu"  in  well  managed  savings  banks, 
the  latter  is  entirely  just,  and  obtains  quite  generally, 
although  in  some  goodly  sized  banks  this  is  still  a  gratuitous 
service.  But  before  looking  into  the  remuneration  the 
trustees  may  lawfully  and  in  all  honor  accept,  let  us  go 
back  for  a  few  moments  to  an  old  law  in  Massachusetts  that 
might  well  be  in  force  to-day.  It  is  commonly  known  in 
some  places  that  to  get  a  mortgage  loan  through  the  bank, 
one  must  "know  how" ;  and  the  knowing  how  consists  in  ap- 
plying through  the  proper  channel.  Whether  or  not  any- 
thing remains  in  that  channel  is  another  matter;  certain  it  is 
that  it  should  not  be  so. 

In  1872  the  Massachusetts  Legislature  decreed,  that  "Xo 
savings  bank,  or  any  person  in  its  behalf,  shall  negotiate, 
take  or  receive  any  fee,  commission  or  brokerage,  for  or  on 
account  of  any  loan  made  by  or  in  behalf  of  such  bank,  either 
to  his  own  use  or  to  the  use  of  the  bank,  other  than  shall 
appear  on  the  face  of  the  note  or  contract  in  which  the  loan 
is  made,  except  the  expense  of  examining  titles,  etc.,  and  no 
officer  shall  refuse  to  consider  an  application  for  a  loan  he- 
cause  presented  by  or  corning  directly  from  the  borrower; 
and  if  such  application  is  rejected  when  there  is  sufficient 
money  in  the  treasury  to  meet  it,  and  the  security  offered  is 
ample,  and  the  same  is  afterward  considered  on  application 
through  a  broker  or  third  party,  the  officer  so  violating  the 
provisions  of  this  act  shall  be  deemed  ineligible  to  fill  any 
position  of  honor  or  trust  in  any  savings  banJc/^  The  penalty 
was  twice  the  amount  illegally  taken.  This  law  does  not 
seem  to  be  in  force  now — at  least  not  as  part  of  the  present 
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savings  bank  act.    It  was  evidently  passed  to  cure  certain 
evils,  and  no  doubt  the  evils  still  exist  in  some  places. 

Where  the  president  is  an  attending  officer,  or  where  the 
time  consumed  in  appraising  real  estate  loans  is  consider- 
able, and  where  the  periodical  audit  is  a  lengthy  affair,  a 
just  reward  is  eminently  proper,  and  usually  allowed; 
although  there  are  instances  where  no  fees  of  any  sort  are 
paid,  and  jthe  best  of  care  is  given  to  the  affairs  of  the  bank 
without  even  a  thought  of  monetary  reward.  It  may  seem 
like  a  Utopian  tale,  yet  the  author  knows  of  a  bank  where 
upwards  of  five  hundred  mortgage  loans  were  made  in  the 
course  of  twenty  years,  and  the  average  expense,  including 
title  search  and  drawing  papers,  was  twenty  dollars;  and 
in  the  appraisal  of  the  property  not  a  cent  was  paid  to  the 
funding  committee,  nor  was  any  commission  paid  to  any 
broker*  for  negotiating  the  same — the  work  was  for  the 
greater  part  done  over  the  counter. 

Some  authorities  in  New  York  go  so  far  as  to  hold  that, 
under  the  law,  a  trustee  may  not  share  in  the  earnings  of  the 
bank,  even  as  an  ordinary  depositor,  and  will  not  permit  the 
bank  to  open  account  with  any  trustee;  but  others  equally 
high  in  authority  take  issue  on  this  point.  In  New  Jersey 
the  law  is  plain,  for  "No  manager  shall  have  any  interest 
whatever  in  the  gains  or  profits  thereof,  except  as  a 
depositor/' 

In  New  York,  all  charters  of  savings  banks  previous  to 
1850  contained  provision  that  "The  trustees  or  managers  of 
said  institutions  shall  not  directly  or  indirectly  receive  any 
pay  or  emolument  for  their  services."  The  first  authoriza- 
tion to  receive  pay,  when  acting  in  any  capacity,  is  found  in 
the  amendment  to  the  charter  of  the  Troy  Savings  Bank, 
where  it  was  enacted  that  "It  shall  be  lawful  for  the  man- 
agers to  pay  the  president  of  the  institution  such  compensa- 
tion as  they  shall  deem  reasonable,  for  superintending  the 
business  and  concerns  of  said  corporation,  either  whoUy  or 
with  the  aid  of  such  clerks  as  the  managers  may  from  time 
to  time  appoint."  (1850.)  Again  in  1858,  the  law  was 
changed,  making  it  lawful  for  the  trustees  of  institutions  for 
savings  in  New  York  and  Kings  counties  and  Buffalo  "to 
pay  their  respective  presidents  such  compensation  for  their 
services  as  shall  in  the  opinion  of  the  trustees  be  reasonable." 


•By  the  borrower — and  of  course  not  by  the  bank. 
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In  1868,  the  Poughkeepsie  Savings  Bank  was  permitted  to 
pay  its  president  a  reasonable  compensation  "out  of  the  sur- 
plus earnings."*  The  Law  of  New  York  now  provides  that 
no  trustee  shall  have  any  interest,  direct  or  indirect,  in  the 
gains  or  receive  any  pay  or  emoluments,  except  as  provided. 
Section  155  of  the  Banking  Law  provides  that  together  with 
those  oflScers  who  give  their  personal  attention  to  the  bank's 
affairs,  and  whose  duties  require  regular  attendance  at  the 
bank,  trustees  appointed  as  a  committee  to  examine  the 
vouchers  and  securities,  and  the  appraisal  committee,  as 
aforesaid,  "may  receive  just  compensation  as  in  the  opinion 
of  a  majority  of  the  board,  shall  be  just  and  reasonable." 

In  Vermont,  trustees  may  receive  such  compensation  for 
their  services  as  is  fixed  by  the  corporation  at  a  regular 
meeting. 

In  Xew  Jersey,  "Any  savings  bank  may  pay  its  man- 
agers for  attendance  upon  meetings  of  the  board,  or  for  ser- 
vice  upon  committees,  such  reasonable  compensation  for  such 
attendance  or  service  as  shall  be  from  time  to  time  fixed  by  a 
twO'thirds  vote  of  the  board  of  managers." 

In  Missouri,  "It  shall  be  lawful  for  directors  acting  as 
oflScers  of  such  corporation,  whose  duties  require  and  receive 
regular  and  faithful  attendance  at  the  institution,  to  receive 
such  compensation  as  the  majority  of  the  board  of  directors 
shall  deem  just  and  reasonable;  but  such  majority  shall  be 
exclusive  of  any  director  to  whom  such  compensation  shall 
be  voted.  But  it  shall  not  be  lawful  to  pay  the  directors,  as 
such,  for  attendance  at  the  meetings  of  the  board" 

In  Indiana,  "It  shall  be  lawful  for  any  savings  bank 
that  has  accumulated  a  surplus  of  not  less  than  five  per  cent, 
upon  its^  deposits,  to  pay  trustees  who  render  special  personal 
service  (beyond  the  ordinary  duty  of  attending  meetings  and 
serving  on  committees  other  than  of  examination)  such  com- 
pensation as  may  be  determined  upon  by  the  board  of 
trustees  and  approved  by  the  Auditor  of  the  State.  The 
trustee  or  trustees  for  whom  such  compensation  for  special 
service  is  voted,  shall  have  no  voice  in  the  decision  of  the 
question.  But  no  such  compensation  shall  be  voted  by  any 
savings  bank  to  any  trustee  until  the  Auditor  of  the  State 
has  made  or  caused  to  be  made  an  examination  of  the  affairs 
of  such  savings  bank,  and  certified  to  its  possession  of  the 

*Paine's  Banking  Laws,  p.  52. 
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required  surplus.  And  if  such  surplus  shall  thereafter  be- 
come impaired,  so  as  to  be  less  than  five  per  cent,  of  its 
deposits,  such  compensation  to  trustees  shall  cease  until  such 
surplus  is  again  restored  to  five  per  cent." 

The  salaries  in  Indiana  are  regulated  by  law,  on  a  grad- 
uated scale,  depending  upon  the  amount  of  deposits.  In 
Massachusetts,  "The  board  of  trustees  shall  authorize  the 
compensation,  if  any,  to  be  paid  to  committees  of  said  board. 
At  each  regular  meeting  of  the  board  the  treasurer  shall  re- 
port in  detail  all  amounts  paid  by  the  corporation  since  the 
last  regular  meeting  for  services,  fees  or  otherwise,  to  a  mem- 
ber of  the  board  of  trustees  or  to  any  attorney  of  the 
corporation." 

In  Texas,  "It  shall  be  lawful  for  directors  acting  as 
officers  of  savings  banks,  whose  duties  require  their  regular 
and  faithful  attendance  at  the  institution,  to  receive  such 
compensation  as  the  majority  of  the  board  of  directors  shall 
deem  just  and  reasonable;  but  such  majority  shall  be  ex- 
clusive of  any  director  to  whom  such  compensation  shall  be 
voted.  But  it  shall  not  be  lawful  to  pay  the  directors  as 
such  for  attendance  at  the  meetings  of  the  board." 

As  before  stated,  the  president  is  quite  generally  a  sal- 
aried official,  as  he  should  be.  Many  banks  have  a  "real 
estate  man" — an  appraiser  of  property  under  salary  also, 
while  in  others  there  is  a  committee  for  this  purpose  to  whom 
an  allowance  is  made,  to  be  divided  equally  among  them. 
Some  banks  charge  for  the  appraisal,  and  this  may  either  go 
to  the  committee  direct  or  to  offset  an  appropriation  to  them. 
In  all  cases  the  attorney  is  allowed  legal  fees  for  searching, 
sometimes  going  through  the  bank's  books  and  in  others  not 
appearing  on  the  records  at  all.  But  these  loan  fees  are 
always  paid  by  the  borrower,  the  law  in  many  States  so 
stipulating. 

To  illustrate  how  finely  drawn  is  the  line  of  distinction 
as  to  the  emoluments  of  a  trustee,  in  New  York,  the  follow- 
ing opinion  of  the  Attorney-General  is  cited  in  full.  In 
February,  1887,  the  Superintendent  of  Banking  addressed 
the  following  questions  to  that  officer  for  opinion:* 

1.  Is  it  illegal  for  the  trustees  of  a  savings  bank  to  accept  a  guar- 
anty of  title  of  property  upon  which  the  bank  loans  money,  from  a  title 
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guaranty  company  in  w^ch  one  or  more  of  the  trustees  of  the  savings 
bank  are  stockholders? 

2.  Is  it  illegal  for  savings  banks  to  accept  policies  of  fire  insur- 
ance when  one  or  more  of  the  trustees  of  the  bank  are  directors  or  stock- 
holders of  the  fire  insurance  company,  which  contracts  to  pay  the  loss 
occasioned  by  fire  to  the  bank  as  mortgagee? 

S.  Is  it  illegal  for  a  savings  bank^  to  deposit  money  with  a  discount 
bank  or  trust  company  when  one  or  more  of  the  savings  bank  trustees  are 
stockholders  or  directors  of  such  discount  bank  or  trust  company?  , 

4.  Is  it  illegal  for  trustee  of  a  savings  bank  who  acts  as  counsel  to 
issue  certificate  as  to  the  validity  of  the  title  of  borrowers  to  real  estate 
upon  which  the  bank  loans  money? 

In  the  opinion  rendered  February  16,  1887>  this  official  quoted  the 
section  142  as  above,  and  said:  "This  is  the  only  section  of  the  law 
which  appears  to  prescribe  the  powers  and  duties  of  the  trustees  in  re- 
spect to  matters  to  which  the  questions  relate. 

"It  is  the  duty  of  the  trustees  to  satisfy  themselves  as  to  the  validity 
of  titles  to  real  estate  upon  which  the  money  of  the  institution  is  loaned. 
The  manner  in  which  they  shall  proceed  to  ascertain  the  validity  of  such 
titles  rests  in  the  discretion  of  the  trustees;  and  if  in  the  sound  use  of 
such  discretion  they  deem  it  advisable  to  have  the  title  investigated  and 
guaranteed  by  a  corporation  engaged  in  such  business,  I  do  not  think 
there  is  anything  in  said  section  (142)  which  can  be  construed  into  a 
prohibition  from  such  services  being  performed  by  a  corporation  in  which 
one  of  the  trustees  of  the  bank  owns  stock.  This  would  not  give  such  a 
trustee  'any  interest,  direct  or  indirect,  in  the  gains  or  profits  of  the 
bank,'  nor  would  the  services  rendered  by  the  corporation  in  searching 
and  guaranteeing  the  title,  strictly  speaking,  be  considered  services  ren- 
dered by  a  trustee.  Even  were  it  so  construed  the  act  does  not  prohibit 
the  rendition  of  such  services  by  the  trustees,  but  simply  forbids  such 
trustees  receiving  compensation  therefor.  It  is  not  borrowing  money 
from  the  bank,  nor  is  it  becoming  endorser  or  surety  by  a  trustee,  or  an 
obligor  for  moneys  loaned  by  or  borrowed  of  such  bank. 

"Second  question.  A  person  owning  real  estate  is  at  liberty  to  in- 
sure it  against  fire  in  a  fire  insurance  company,  irrespective  of  who  or 
what  the  directors  in  such  company  are.  The  fact  that  the  property  is 
subsequently  or  previously  mortgaged  to  a  savings  bank  cannot  abridge 
this  right.  The  title  to  the  property  is  not  in  the  savings  bank.  The 
loss,  if  any,  may  be  payable  to  the  savings  bank  as  mortgagee.  This 
does  not  affect  the  right  of  the  insured  to  choose  his  own  company.  A 
trustee  of  a  savings  bank,  who  may  be  a  stockholder  in  the  company  in 
which  the  property  is  insured  upon  which  the  bank  has  a  mortgage,  re- 
ceives no  benefit,  direct  or  indirect,  from  the  bank.  The  contract  is  not 
with  the  bank,  and  is  not  necessarily  made  with  a  corporation  designated 
by  the  bank.  The  profits  derived  by  the  insurance  company  do  not  come 
fiom  the  bank,  but  from  the  owner  of  the  property  by  whom  the  pre- 
miums are  paid. 

"Third  question.  The  section  under  consideration  forbids  a  trustee 
of  a  savings  bank,  either  for  himself  or  as  agent  or  partner  of  others, 
from  borrowing  any  of  its  funds  or  deposits.  Is  a  deposit  in  a  discount 
bank  or  trust  company  of  which  one  of  the  trustees  is  a  director  or  stock- 
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holder  such  borrowing  as  is  meant  by  the  statute?  There  is  a  well- 
recognized  legal  distinction  between  a  loan  or  'borrowing'  and  a  deposit; 
and  the  rights  and  responsibilities  of  parties  under  these  different  species 
of  contract  are  quite  different.  'Receiving  deposits/  said  the  vice-chan- 
cellor, in  Leavitt  vs.  Yates,*  'as  understood  in  the  practice  of  banking  is 
different  from  borrowing  money  in  the  ordinary  acceptation  of  that  term^ 
and  agreeing  to  allow  interest  on  moneys  deposited  with  a  bank,  and 
giving  notes  or  certificates  or  any  other  evidence  of  debt  therefor  does 
not  constitute  the  doing  so  an  act  of  borrowing.' 

"I  think  the  word  'borrowing'  as  used  in  this  section,  was  intended  to 
be  employed  in  its  ordinary  legal  signification,  and  does  not  include  de- 
posits of  money  with  banks  of  discount,  and  that  when  a  savings  bank 
deposits  its  funds  with  said  bank  of  discount  the  latter  cannot  be  said 
to  be  a  borrower;  and  the  fact  that  one  of  the  directors  being  a  trustee 
does  not,  therefore,  bring  it  within  the  prohibition  of  section  112. 

'' Fourth  question.  A  trustee  may  act  as  counsel  in  investigating  and 
certifying  the  validity  of  titles  to  real  property  upon  which  the  bank 
desires  to  loan  money,  subject  to  the  prohibition  from  receiving  any  pay 
or  emoluments  from  the  bank  for  his  services.  In  my  opinion,  therefore^ 
the  above  questions  should  be  answered  in  the  negative,  subject  to  the 
qualifications  above  stated." 

The  Trustee's  Right  to  Borrow, 

If  a  trustee  may  not,  as  a  rule,  receive  a  fee  for  attend- 
ing meetings;  if  he  may  not  (lawfully)  receive  a  bonus  or 
fee  in  the  matter  of  investments;  if  he  may  not  be  on  the 
salary  list  except  as  he  renders  special  service,  nor  get  any 
pay  for  his  work  unless  he  works — ^may  he  in  any  other  way 
find  a  loophole  by  which  the  office  may  be  of  monetary  value 
to  him  ? — In  other  words,  may  he  use  the  institution  for  bor- 
rowing purposes  ? 

It  is  accepted  as  fact  that  many  men  are  rich  largely  be- 
cause of  their  ability  and  facilities  to  borrow.  In  banks  of 
discount,  trust  companies,  stock  savings  banks,  and  savings 
banks  in  name  only,  it  is  the  presumption  of  the  law  that 
they  will  borrow,  and  due  provision  is  made  as  to  the  amount 
that  may  be  loaned  to  interested  parties.  But  in  savings 
banks  such  borrowing  is  generally  forbidden. 

In  Vermont,  "A  trustee  or  officer  of  a  savings  bank  shall 
not  directly  or  indirectly,  either  for  himself  or  as  a  partner 
of  others,  borrow  or  use  its  funds  or  deposits,  or  sifen  any 
note,  as  surety,  upon  which  any  of  such  deposits  are  loaned." 

In  the  State  of  Washington,  "No  officer  or  employee  of 
any  corporation  transacting  a  banking  business  in  this  State 
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shall  be  pennitted  to  loan  to  himself  any  of  the  funds  of  the 
bank  upon  his  own  note  or  obligation,  without  first  having 
obtained  the  approval  of  a  majority  of  the  hoard  of  directors 
of  the  hank  J  and  the  approval,  if  obtained,  shall  be  made  part 
of  its  records.  And  if  the  directors  of  any  bank  shall  know- 
ingly permit  any  of  its  officers,  directors  or  employees  of  such 
bank  to  borrow  its  funds  in  an  excessive  and  dishonest  man- 
nerj  every  director  who  participated  in  and  assented  to  the 
same  shall  be  held  liable  in  his  personal  and  individual  capac- 
ity for  all  damages  which  the  corporation,  its  shareholders, 
or  any  other  person  shall  have  sustained  in  consequence  of 
such  violation." 

New  Hampshire  is  quite  liberal,  for  "No  savings  bank 
shall  make  a  loan  to  any  of  its  officers,  nor  accept  any  of  its 
officers  as  surety  or  guarantor  upon  any  loan,  unless  all  the 
trustees  of  the  bank  have  consented  thereto  in  writing/^ 

In  New  Jersey,  his  borrowing  propensities  will  lose  him 
his  office,  for  "When  a  manager  of  a  savings  bank  shall  here- 
after borrow,  directly  or  indirectly,  any  of  the  funds  of  the 
savings  bank  of  which  he  is  a  manager,  or  upon  becoming 
surety  or  guarantor  for  any  money  borrowed  of,  or  loan 
made  by,  such  savings  bank  *  *  *  the  office  of  such 
manager  shall  immediately  become  vacant."  The  law  of 
Missouri  is  substantially  the  same.    Likewise  in  California. 

In  Indiana,  "No  trustee  of  any  savings  bank  shall  di- 
rectly or  indirectly  receive  for  his  services  or  otherwise,  any 
pay  or  emolument  except  as  hereafter  provided,  and  no 
trustee,  officer  or  agent  of  any  savings  bank  shall  directly 
or  indirectly,  for  himself  or  as  agent  or  partner  of  others, 
borrow  any  of  the  funds  of  the  bank  or  its  deposits  or  in  any 
manner  use  the  same,  except  to  pay  the  necessary  expenses, 
or  to  make  investments,  or  to  deposit  for  safety,  as  directed 
by  the  board  of  trustees;  nor  shall  any  officer,  agent  or 
trustee  of  any  savings  bank  be  an  indorser  or  surety  for 
loans  to  others,  nor  in  any  manner  be  an  obligor  for  money 
loaned  by  such  savings  bank ;  nor  shall  any  trustee,  officer  or 
agent  receive,  directly  or  indirectly,  any  commission  or  re- 
ward for  procuring  a  loan  from  such  savings  bank,  or  for 
selling  to  such  savings  bank,  any  note,  mortgage,  chose  in 
action,  or  property  of  any  kind  whatever." 

The  law  of  Texas  covers  about  the  same  ground  as 
Indiana. 

The  law  in  Ohio  states  that,  "No  loans  shall  be  made  to 
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any  oflScer  or  member  of  the  executive  committee,  directly 
or  indirectly,  unless  duly  authorized  by  a  majority  of  the 
members  of  the  board  of  directors,  which  authorization  shall 
be  recorded  on  the  books  of  the  bank ;  and  such  loans  shall  be 
secured  in  the  same  manner  as  required  from  other  persons." 

The  Liability  of  the  Trustees, 

In  the  by-laws  of  certain  savings  banks  will  be  found  a 
clause  to  the  effect  that  "the  trustees  undertaking  their  duties 
without  the  expectation  of  emolument,  and  pledging  them- 
selves to  an  upright  and  conscientious  discharge  of  their 
duties,  are  not  to  be  held  responsible  for  any  losses  which 
may  happen  from  whatsoever  cause,  except  their  willful,  cor- 
rupt misconduct/*  Others  put  it  this  way:  "As  no  trustee 
can  receive  any  compensation  for  his  services,  none  of  them 
shall  be  responsible  for  any  loss  whatever f' 

The  first  section  quoted  is  in  keeping  with  the  law;  the 
latter  is  not.  Herein  Ues  the  difference  between  a  savings 
bank  and  a  bank  of  discount,  insofar  as  the  management  is 
concerned.  The  directors  and  stockholders  of  a  bank  of  dis- 
count are  responsible  to  the  extent  of  their  stock,  and  gen- 
erally to  an  amount  equal  to  their  holdings  in  addition,  no 
matter  what  may  have  caused  the  loss.  But  the  savings 
bank  trustee  has  no  such  liability.  And  this  explains  why 
the  office  of  trustee  is  preferable  to  that  of  director  or  stock- 
holder, for  the  former  is  holden  only  in  the  event  of  violating 
the  law.  The  loans  and  investments  of  a  commercial  Jbank 
are  not  closely  restricted  and  are  largely  a  matter  of  discre- 
tion ;  but  the  savings  bank  law  generally  lays  down  hard  and 
fast  rules,  and  the  trustee  need  concern  himself  only  that  the 
law  is  kept  in  order  to  avoid  responsibility.  He  may  buy 
certain  bonds.  Mortgages  may  be  taken  upon  certain  con- 
ditions. The  disposition  of  the  available  fund  is  usually 
provided  for  in  the  law.  Losses,  if  any,  can  only  come 
through  error  in  judgment,  against  which  there  can  be  no 
safeguard.  The  trustee  is  presumed  to  use  the  same  good 
judgment  and  care  in  the  investment  of  the  funds  of 
the  bank  that  an  ordinarily  prudent  man  would  use  in  his 
own  affairs,  and  as  long  as  he  does  this  he  will  not,  nor  can- 
not, be  responsible.  The  depositors  are  in  a  sense  partners, 
and  as  partners  must  share  the  gains  and  losses  alike. 

In  an  opinion  of  the  Attorney  General  of  New  York, 
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rendered  Jan.  11,  1882,  that  officer  said:  "The  general  rules 
appUcable  to  trusts  apply  with  equal  force  to  trustees  of 
savings  banks.  The  law  permits  such  institutions  to  exist  as 
places  of  safe  deposit  for  the  accumulation  of  limited 
amounts.  They  are  generally  patronized  by  people  of  small 
means  and  the  law  takes  cognizance  of  the  fact.  It  means, 
therefore,  that  savings  banks  shall  be  safe  and  secure,  and  in 
order  to  so  provide,  it  has  hedged  them  about  with  pro- 
visions of  the  law.  *  *  *  The  law  clearly  points  out  the 
path  to  be  pursued  by  its  officers  in  the  discharge  of  their 
trust.  Being  creatures  of  the  statute,  as  well  as  trustees,  the 
officers  of  such  institutions  are  not  permitted  to  deviate  from 
the  express  rules  laid  down  by  statute  for  their  guidance. 
*  *  *  After  trustees  of  a  savings  bank  have  invested  the 
moneys  received  on  deposit  they  are  accountable  to  deposi- 
tors for  the  actual  proceeds  of  such  investment  as  trustees, 
but  not  personally,  if  acting  prudently  and  in  good  faith.'* 

In  an  action  brought  to  recover  from  trustees  of  a  sav- 
ings bank  money  lost  by  reason  of  illegal  purchase  of  North 
Carolina  bonds,  the  trustees  gave  bonds  to  the  bank  depart- 
ment, together  with  other  securities,  to  meet  any  deficiency 
in  its  assets.  Upon  trial  it  was  found  that  the  entire  loss 
resulting  from  the  illegal  purchase  of  said  bonds  had  been 
made  good  by  the  obligors  on  the  bond,  and  it  was  held  that 
they  were  released  by  such  payment  of  damages  sustained 
by  their  illegal  acts.* 

The  savings  bank  movement  had  no  more  than  nicely 
gotten  under  way  when  gross  and  inexcusable  frauds  de- 
veloped, largely  because  of  the  inadequate  supervision  and 
laxness  on  the  part  of  the  management.  In  a  case  that  arose 
out  of  the  Carnarvon  fraud,  in  1824,  a  strong  opinion  was 
rendered  against  the  trustees,  the  judge  saying:  "This  case 
cannot  be  made  too  public,"  and  he  "trusted  that  it  would 
operate  as  a  warning  to  the  trustees  of  savings  banks  gen- 
erally." The  court  was  of  opinion  that  "it  should  be  borne  in 
mind  that  deposits  are  made  by  parties,  not  on  the  faith  of 
the  persons  acting  as  receiving  officers,  but  upon  the  faith 
of  the  gentlemen  who  acted  as  trustees,  and  where  such  per- 
sons neglected  the  duties  which  were  incumbent  upon  them, 
their  conduct  was  deserving  of  censure;  and  if  the  clerk  was 
guilty  of  peculation,  they  were  likewise."    This  is  good  logic 

*Hun,  Receiver,  v.  Van  Dyck  et  al,  26  Hun.  567  (N.  Y.). 
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and  good  law,  and  the  trustee  not  wishing  to  abide  by  it 
can  surrender  his  seat  to  those  who  will.  In  this  country, 
however,  the  rule  is  not  so  harsh. 

A  Leading  Case. 

In  the  case  of  Hun  vs.  Carey,*  one  of  the  best  citations 
on  this  subject,  the  facts  were  as  follows:  When  the  de- 
posits of  the  savings  bank  conducted  by  the  trustees  in  suit 
were  only  $70,000,  the  trustees  bought  a  lot  for  $29,500, 
erected  a  building  thereon  at  a  cost  of  $27,000  and  gave  a 
mortgage  for  $30,500.  At  the  time  of  the  purchase  the  in- 
come of  the  bank  did  not  equal  its  expenses,  and  had  not 
for  some  years,  as  the  trustees  well  knew.  The  court  found 
that  the  facts  justified  a  finding  that  it  was  a  case  of  gross 
improvidence  and  mismanagement  and  held  the  trustees 
liable.  The  court  said :  "The  relation  between  a  savings  hank 
and  its  trustees  or  directors  is  that  of  principal  and  agent, 
and  that  between  the  trustees  and  depositors  is  similar  to  that 
of  trustee  and  cestui  que  trust.  If  such  trustees  transcend 
the  limits  placed  upon  their  powers  in  the  charter  of  the 
bank  and  cause  damage  to  the  bank  or  its  depositors,  they 
are  liable.  They  are  also  bound  to  exercise  care  and  pru- 
dence in  the  execution  of  their  trust  in  the  same  degree  that 
men  of  common  prudence  ordinarily  exercise  in  their  own 
affairs.  When  loss  is  occasioned  by  the  failure  of  a  trustee 
to  exercise  ordinary  care  and  judgment,  he  cannot  excuse 
himself  by  claiming  he  did  not  possess  them ;  by  voluntarily 
taking  the  position  he  undertakes  that  he  does  possess  and 
will  exercise  them,  and  it  is  immaterial  that  the  services  are 
rendered  gratuitously." 

The  statutes  of  Connecticut  are  quite  explicit  in  this 
matter,  and  state  that :  "The  directors,  managers  or  trustees 
of  any  savings  bank,  assenting  to  a  violation  of  any  pro- 
vision of  law  relating  to  savings  banks,  shall  be  jointly  and 
severally  liable  for  any  loss  that  may  result  therefrom."  And 
in  New  Hampshire,  besides  the  legal  penalty  for  violation 
of  the  law,  trustees  and  other  officers  are  held  liable  for 
losses  resulting  from  illegal  investments,  as  they  no  doubt 
would  be  in  any  State.  In  New  Jersey,  trustees  making 
illegal  investments  are  guilty  of  a  misdemeanor.     Thus,  if 
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an  investment  be  made  that  is  legal,  and  depreciation  in  value 
brings  loss  to  the  bank,  the  trustees  are  not  responsible,  either 
in  law  or  in  equity,  for  they  could  not  foresee  the  future; 
but,  had  the  investment  been  of  the  sort  not  sanctioned  by 
the  law,  any  loss  resulting  therefrom  would  be  clearly  a  lia- 
bility on  their  part. 

Trustees  Presumed  to  Know. 

Trustees  are  presumed  to  know  what  is  going  on  in  their 
bank.  As  a  rule  all  States  require  periodical  examinations 
by  committees  of  trustees.*  The  thoroughness  of  such  audits 
is  left  to  their  own  judgment.  It  may  be  complete,  or  may 
simply  consist  in  counting  cash  and  checking  up  bonds  and 
mortgages. 

In  the  case  of  Paine,  Receiver,  vs.  Mead,t  a  transaction 
was  entered  on  the  books  of  the  bank  by  the  officers,  and 
was  presumed  to  have  been  with  the  knowledge  of  the  trus- 
tees, who  are  responsible  for  the  acts  of  the  officers  whom 
they  place  and  retain  in  position,  the  court  saying,  "They 
(the  trustees)  are  legally  chargeable  with  notice  of  acts  of 
the  officers,  especially  when  those  acts  are  entered  upon  the 
books  of  the  bank.  And  if  the  trustees  desire  to  escape  lia- 
bility, they  must  desist  from  illegal  or  improvident  actions 
and  try  to  remove  officers  who  do  them." 

Savings  bank  officers  cannot  therefore  assume  responsi- 
bilities  or  enter  into  contracts  or  transactions  so  as  to  bind 
the  bank,  imless  such  acts  are  clearlv  incidental  to  the  duties 
imposed  upon  them.  J 

The  true  rule  is  that  such  trustees  are  bound  to  the  ex- 
ercise of  ordinary  care  and  prudence,  the  degree  of  care  and 
prudence  that  men  prompted  by  self  interest  generally  ex- 
ercise in  their  own  affairs.  § 

The  trustees  must  bring  to  the  discharge  of  their  duties 
ordinary  competency ,  together  with  reasonable  vigilance  and 
care.1i  The  trustees  of  savings  banks  are  personally  respon- 
sible for  frauds  and  losses  resulting  from  gross  negligence 
and  inattention  to  the  duties  of  their  trust.     They  must 


•Which  see  under  the  subject  of  "audits". 
t59  How.  Pr.  318. 

tGrerly  v.  Nashua  Savings  Banic,  63  N.  H.  145. 
824  Am.  and  Eng.  Ency.  of  Law,  1:248,  2(\  Ed. 
HWilliams  v.  McKay,  46  N.  J.  Eq.  25. 
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know  the  fundamental  law  controlling  the  bank,  and  can 
only  be  excused  when,  after  taking  due  care  to  understand 
the  provisions  of  the  law,  they  honestly  mistake  them.* 
The  managei:3  of  such  institutions  occupy  the  position  of 
holders  of  a  public  trust  of  a  benevolent  and  charitable 
nature,  and  it  is  their  duty  to  preserve  and  foster  the  object 
of  that  trust  with  a  reasonable  zeal.'f 

Good  faith ;  faithfulness ;  knowledge  of  the  law ;  due  care 
in  the  keeping  thereof,  but  only  reasonable  care  in  the  per- 
formance of  their  trust — that  care  which  a  prudent  man 
would  exercise  in  his  own  affairs — ^these  would  seem  to  be  the 
distinguishing  characteristics  of  the  savings  bank  trustee. 
He  has  assumed  a  public,  and  a  sacred  trust — one  that  in- 
volves the  happiness  and  the  peace  of  multitudes.  Let  him 
with  due  diligence  and  careful  thought  fulfill  the  trust  both 
to  his  own  honor  and  to  the  lasting  benefit  of  those  who  have 
entrusted  their  money  to  his  keeping. 

Are  the  Trustees  Liable  for  Embezzlements? 

The  numerous  cases  of  embezzlement  that  adorn  ( ?)  the 
pages  of  savings  bank  history  naturally  have  raised  the  ques- 
tion, "How  far  in  such  a  case  is  a  trustee  liable?'*  There 
are  instances  where  the  neglect  has  been  so  gross  and  inex- 
cusable as  to  invite  the  criticism  of  the  Legislature.  This 
was  true  in  1910  of  a  bank  in  Maine.  But  the  neglect  has 
usually  been  in  over-confidence  in  the  integrity  of  one  man 
and  a  willingness  to  trust  him  to  the  point  of  laxness  rather 
than  inattention  to  the  bank.  There  are,  on  the  other  hand, 
cases  where  the  loss  has  been  practically  beyond  the  control 
of  the  trustees,  as  where  the  perpetrator  has  been  clever 
enough  to  cover  up  his  tracks,  or,  as  where  a  country  sav- 
ings bank  had  a  large  part  of  its  deposits  in  farm  loans, 
which,  o\ving  to  real  estate  depreciation,  brought  about  a 
state  of  insolvency,:}:  in  spite  of  and  not  !)ecause  of  the  man- 
ner of  conducting  the  bank. 

As  we  have  seen,  the  affairs  of  a  savings  bank  are  en- 
trusted to  a  self-perpetuating  body  of  unpaid  trustees,  whose 
acts  are  closely  restricted  by  law.  They  are,  in  most  States, 
given  explicit  directions  as  to  what  may  be  done  with  the 


•Marshall  v.  P'amiers  Savings  Bank,  85  Va.  676. 
tBarret  v.  Bloomfielcl  Sav.  Inst.,  64  X.  J.  Eq.  \2o. 
tSee  chapter  on  "Insolvency." 
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money  that  has  been  placed  in  their  keeping.  They  may 
take  mortgage  loans  up  to  a  certain  limit  of  value,  and  in 
certain  localities.  They  may  buy  certain  bonds;  they  may 
deposit  the  balance  in  certain  banks,  and  make  certain  loans 
on  personal  security. 

It  is  clear  that  they  ought  not  to  be  held  legally  liable 
for  doing  what  the  law  permits,  and  even  requires;  but  if 
they  break  a  clearly  defined  law,  they  should  be  held  to  the 
limit — for  the  law  is  for  their  protection !  There  are  cases  of 
theft  where  the  effects  have  been  so  disastrous  that,  waiving 
their  legal  liability,  the  trustees  have  come  forward  with  a 
fund  to  make  good  the  losses.  This  was  true  in  Connecticut 
in  the  Walker  affair,  a  few  years  ago.  The  responsibility 
is  moral  rather  than  financial;  but  overstepping  the  moral, 
the  legal  responsibility  will  and  should  be  visited  upon  them. 
No  doubt,  in  small  banks,  should  loss  stare  the  depositors  in 
the  face,  the  trustees  would  quickly  determine  to  bear  it 
themselves  rather  than  have  the  stigma  attached  to  their 
names ;  but  many  banks  are  so  large  that  any  loss  that  would 
affect  the  depositors  would  be  so  large  as  to  make  such  a 
course  impracticable. 

The  frauds  in  the  early  days  in  England  demanded  better 
attention  on  the  part  of  the  trustees,  and  in  1848  it  was  pro- 
posed to  make  the  trustees  responsible  for  a  certain  amount, 
which  would  be  large  enough  to  insure  reasonable  attention, 
but  not  large  enough  to  frighten  them  into  resigning.  The 
sum  was  fixed  at  100  pounds,  and  in  some  quarters  was  re- 
ceived with  "mingled  feelings  of  pain  and  alarm,"  but  in 
one  case  at  least  the  losses  were  fully  borne  by  the  trustees, 
who  were  principally  rich  noblemen,  and  bore  the  loss  as  a 
matter  of  honor. 

In  an  opinion  of  the  Attorney- General  of  New  York, 
rendered  in  1879,  he  stated:  "The  trust  (speaking  of  trus- 
tees' liability),  as  thus  defined  by  law,  is  to  receive  deposits, 
to  invest  them  only  in  the  manner  prescribed,  and  to  return 
the  principal  and  interest  to  the  depositors.  The  whole  fund 
is  protected  by  careful  provision  of  the  law.  For  the  pur- 
pose of  executing  this  trust  every  bank  is  required  to  have 
a  board  of  trustees,  etc.  In  addition  to  the  compensation  of 
officers,  clerks,  attorneys,  expenditures  may  be  made  law- 
fully from  the  income  for  the  incidental  and  necessary  ex- 
penses of  the  institution.  *  *  *  Expenditures  for  those 
purposes  fall  within  the  legitimate  duties  of  the  trust;  but 
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neither  the  deposits  nor  the  income  can  be  lawfully  used  or 
expended  for  other  purposes.  They  cannot  be  used  to  pay 
trustees  compensation  for  services  upon  committees ;  nor  the 
chairman  of  a  regular  standing  committee  for  services  as 
trustee  in  acting  as  such  chairman ;  nor  to  pay  for  an  annual 
supper  or  entertainment  for  the  trustees;  nor  to  pay  for  a 
service  of  plate  donated  to  a  local  organizer  of  a  railroad  en- 
terprise; nor  to  make  contributions  for  charitable,  benevolent 
or  sanitary  objects;*  nor  to  make  gratuitous  appropriations 
to  the  widows  of  deceased  officers;  nor  to  pay  costs  and  ex- 
penses to  get  bills  through  the  legislature  to  pay  interest  on 
illegal  loans ;  nor  to  make  gratuities  to  officers  for  past  ser- 
vices,  who  had  been  paid  regular  salaries,  nor  to  lobby  agents 
to  procure  general  legislation  relative  to  savings  banks. 
Payments  from  the  money  of  depositors  for  all  such  pur- 
poses are  clearly  illegal,  and  render  the  trustees  who  author- 
ize or  consent  to  them  personally  liable  for  the  diversion  of 
the  funds.    *     *     * 

"This  case  presents  the  alternative  that  heavy  losses  must 
be  visited  either  upon  the  multitude  of  depositors  in  a  sav- 
ings bank,  or  upon  a  small  number  of  trustees  to  whom  the 
management  of  the  bank  was  intrusted.  Whatever  the  event 
there  is  unavoidable  hardship.  The  bank  itself  was  merely 
a  trustee.  Its  function  or  office  was  declared  by  the  charter 
to  be  the  'receiving  of  deposits  and  investment  of  them  for 
the  use,  interest  and  advantage  of  the  said  depositors.'  From 
the  time  when  its  doors  were  first  opened  for  business  until 
they  were  closed  by  the  decree  of  this  court  every  transaction 
was  under  their  trust  responsibility.  *  *  *  But  we 
must  rest  content  with  the  plan  and  provisions  which  the 
legislature  has  seen  fit  to  prescribe.  By  that  plan  the 
trustees  were  charged  with  the  duty  of  keeping  the  deposits 
duly  invested,  and  they  were  clothed  with  ample  power  and 
discretion  for  the  discharge  of  this  duty.  In  the  exercise  of 
their  discretion  within  the  prescribed  limits  it  would  be  mani- 
festly oppressive  to  hold  them  liable  for  every  loss  or  mis- 
fortune happening  to  the  fund.  To  such  an  injustice  the 
reasoning  of  Lord  Hardwicke  would  apply :  Tor  as  a  trust 
is  an  office  necessary  in  the  concerns  as  between  man  and 
man,  and  which  if  faithfully  discharged  is  attended  with  no 


*ln  some  of  the  early  reports  of  New  York  State  savings  banks,  such  items 
tiill  be  found  among  the  payments. 
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small  degree  of  trouble  and  anxiety,  it  is  an  act  of  great  kind- 
ness in  any  one  to  accept  it.  To  add  hazard  or  risk  to  that 
trouble  and  to  subject  a  trustee  to  losses  which  he  could  not 
foresee  would  be  manifest  hardship  and  would  deter  every 
one  from  accepting  so  necessary  an  oflBce.'  And  this  lan- 
guage is  peculiarly  applicable  to  the  office  of  unpaid  director 
or  gratuitous  trustee. 

"The  degree  of  skill  and  diligence  required  of  such  a  trus- 
tee, serving  without  compensation,  is  not  so  easy  to  define. 
The  general  requirement  that  it  must  equal  that  of  a  man 
of  ordinary  capacity  and  prudence  in  the  management  of  his 
own  affairs,  is,  perhaps  to  be  qualified,  in  view  of  the  gratui- 
tous character  of  the  service.  ♦  *  ♦  But  whether  an  un- 
paid trustee  is  responsible  for  only  gross,  or  for  a  less  degree 
of  negligence,  there  are  certain  rules  of  liability  which  admit 
of  no  question.  There  must  be  strictest  good  faith,  and  there 
must  be  strict  observance  of  the  restraints  established  or  ap- 
proved by  the  courts,  and  of  special  conditions  or  directions 
whenever  they  are  affixed  to  the  trust.  If  a  trustee  parses  the 
bounds  set  for  the  exercise  of  discretion,  no  degree  of  care, 
diligence  or  good  faith  will  protect  him."* 

The  Available  Fund  and  the   Trustees'   Right  to 

Borrow  From  It. 

Of  necessity  a  savings  bank  must  keep  on  hand  or  on  call 
with  other  banks  a  sum  sufficient  to  meet  the  ordinary  de- 
mands of  its  business.  These  demands  are  spasmodic,  being 
heaviest  at  interest  periods.  Runs,  unforeseen  and  liable  to 
occur  upon  slightest  provocation,  call  for  ready  cash.  Ordi- 
nary demands  can,  to  a  certain  extent,  be  anticipated,  and  it 
is  for  this  purpose  the  available  fund  is  kept ;  but  when  ex- 
hausted through  a  long  siege  of  withdrawals,  the  securities 
must  be  sold  or  pledged  to  obtain  the  wherewithal  to  meet 
pressing  needs. 

To  keep  such  an  amount  of  cash  idle  in  vaults  would  be 
a  waste  of  good  money.  Other  banks  can  use  such  money 
to  advantage  and  are  willing  to  pay  for  its  use.  In  fact  the 
scramble  for  the  reserve  deposits  of  savings  banks  has  led 
in  some  instances  to  payment  of  excessive  rates  of  interest 
— ^to  the  profit  of  the  savings  bank,  to  be  sure,  but  at  no 


*Paine*s  Banking  Laws,  pp.  241-343. 
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small  cost  to  the  depository  bank.  It  has  even  been  hinted 
that  savings  banks  have  been  organized  for  no  other  pur- 
pose than  to  act  as  feeders  to  commercial  institutions,  closely 
allied.  The  bank  that  can  secure  the  largest  and  weightiest 
representation  on  the  board  of  a  savings  bank  will  naturally 
get  the  most  desirable  account.  Hence  the  ambition  of  the 
commercial  bank  man  to  secure  such  a  seat.  If  one  man  is 
the  dominating  character  in  two  institutions,  it  is  an  easy 
matter. 

The  Available  Fund  in  New  York. 

The  first  authority  for  the  keeping  on  deposit  of  such  a 
fund  in  New  York  was  in  1830,  when  the  Bank  for  Savings 
was  authorized  to  deposit  temporarily  in  any  of  the  banks 
of  New  York  City  and  receive  such  interest  as  should  be 
agreed  upon. 

"What  they  had  done  previous  to  this  authorization/' 
says  Keyes,  "does  not  appear.  Whether  they  kept  their 
moneys  in  safes  or  vaults  of  their  own,  or  deposited  them  in 
banks  of  discount  merely  for  safe  keeping,  but  it  is  probable 
that  the  latter  was  the  more  common  procedure.  This  salu- 
tary provision  enabled  them  to  make  such  deposits  under 
sanction  of  the  law,  and  to  derive  some  profit  however  small, 
from  what  must  have  been  an  embarrassing  acumulation  of 
idle  capital." 

In  1846,  banks  were  authorized  to  hold  an  available  fund 
not  to  exceed  $50,000,  which  was  permitted  to  be  kept  on 
deposit  or  on  interest  or  "otherwise,"  in  such  institutions  as 
the  trustees  should  direct.  In  1858  the  amount  was  limited 
to  10  per  cent,  of  the  capital  stock,  paid  in,  of  such  deposit- 
ory banks,  provided  that  such  fund  should  not  exceed  20  per 
cent,  of  the  deposits  of  the  savings  bank  making  such  de- 
posit. In  1853,  this  was  limited  to  $100,000  in  one  bank. 
In  1871,  it  was  provided  that  deposits  made  in  banks  and 
trust  companies  must  have  the  vote  of  a  majority  of  the  trus- 
tees exclusive  of  those  who  were  directors  of  such  bank  of 
discount.  By  this  act  the  amount  was  also  limited  to  20  per 
cent,  of  the  capital  of  the  depository  bank  and  10  per  cent, 
of  the  deposits  of  the  savings  bank.  At  present  the  amount 
of  such  deposits  is  limited  to  20  per  cent,  of  the  deposits  of 
the  savings  bank  (total  available  fund  in  all  banks  and  on 
hand  must  not  exceed  this  proportion)  and  the  amount  in 
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any  one  bank  or  trust  company  restricted  to  25  per  cent,  of 
the  capital  and  surplus  of  such  depository  bank. 

In  a  large  city  bank,  Mith  capital  and  surplus  running  up 
into  the  millions,  this  provision  is  not  likely  to  be  violated, 
but  in  the  smaller  banks  in  country  districts,  it  is  quite  an 
easy  matter.  This  feature  is  given  due  attention  by  the  New 
York  Banking  Department,  both  in  the  semi-annual  reports 
and  at  the  time  of  examination. 

The  laws  of  Massachusetts  provide  that  2^  per  cent,  of 
the  deposits  may  be  left  with  banks  or  trust  companies  locat- 
ed in  Massachusetts,  not  to  exceed  $500,000  nor  25  per  cent, 
of  the  capital  stock  and  surplus  of  the  depository  bank. 
Indiana  limits  the  available  fund  to  20  per  cent,  of  the 
amount  of  deposits  and  such  depositories  may  be  any  bank 
in  Indiana  or  any  national  bank  in  the  United  States.  New 
Jersey  limits  the  amount  to  10  per  cent,  of  the  deposits, 
placed  with  any  "solvent"  bank  in  New  Jersey,  or  on  call 
with  any  "solvent"  trust  company  in  New  York,  New  Jersey 
or  Pennsylvania,  as  a  majority  of  the  managers  may  direct 
by  resolution. 

It  will  readily  be  seen  that  the  intent  of  the  law  is  that 
no  great  amount  of  idle  savings  bank  money  shall  find  its 
way  into  favored  banks  of  deposit.  In  the  case  of  banks 
having  attained  their  growth,  it  is  usually  a  highly  desirable 
account — permanent  and  profitable. 

The  question  naturally  arises,  if  the  trustee  cannot  bor- 
row of  a  savings  bank  direct,  may  he,  by  manipulating  this 
available  fund  into  the  bank  from  which,  under  the  law  he 
can  borrow,  obtain  the  use  of  the  funds  without  violating  the 
law  in  any  sense?  This  may  be  "splitting  hairs  to  raise  an 
issue"  but  nevertheless  worth  while  looking  into. 

To  prevent  "entangling  alliances"  with  commercial  insti- 
tutions, the  laws  of  many  states  have  had  something  to  say, 
and  this  subject  has  already  been  treated.  The  intent  is 
generally  to  safeguard  abuses  that  are  possible  in  this 
respect.  Suffice  for  present  purposes  to  quote  the  New 
York  law,  which  reads:  "It  shall  not  be  lawful  for  a 
majority  of  the  board  of  trustees  of  any  savings  bank  to 
belong  to  the  board  of  directors  of  any  one  bank  or  national 
banking  association.  Whenever  any  such  trustee  of  a  sav- 
ings bank  shall,  by  becoming  a  director  of  a  bank  or  national 
banking  association,  cause  a  majority  of  the  trustees  of  such 

10 
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savings  bank  to  be  directors  of  any  one  bank,  his  term  of 
office  as  trustee  of  the  savings  bank  shall  thereupon  end." 
Violation  of  this  provision  forfeits  the  franchise  of  the  sav- 
ings bank. 

Savings  Bank  Deposits  in  Banks  of  Discount. 

That  a  deposit  by  a  savings  bank  in  a  bank  of  discount 
is  not  a  loan  is  amply  sustained  in  law.  A  deposit  by  a 
savings  bank  of  its  funds  in  a  national  bank  is  not  illegal 
where  such  deposit  is  not  shown  to  exceed  ten  per  cent  of 
their  deposits,  although  the  terms  of  such  deposits  secure  to 
the  savings  bank  a  payment  of  interest  upon  its  amount,  as 
such  agreement  to  pay  interest  does  not  convert  the  deposit 
into  an  unauthorized  loan.*  "Receiving  deposits,"  said  the 
vice-chancellor  in  Leavitt  v.  Yates,  4  Edw.  Ch.  165,  "as  un- 
derstood in  the  practice  of  banking,  is  different  from  borrow- 
ing money  in  the  ordinary  acceptation  of  that  term,  and 
agreeing  to  allow  interest  on  moneys  deposited  with  a  bank 
and  giving  notes  or  certificates  or  any  other  evidence  of  debt 
therefore  does  not  constitute  the  doing  so  an  act  of  bor- 
rowing." 

In  an  opinion  filed  with  the  banking  department  by  the 
attorney-general  of  New  York,  February  16,  1887,  that 
officer  held:  "I  think  the  word  'borrowing'  as  used  in  this 
section,  was  intended  to  be  employed  in  its  ordinary  legal 
signification,  and  does  not  include  deposits  of  money  with 
banks  of  discount,  and  that  when  a  savings  bank  deposits 
its  funds  with  said  bank  of  discount  the  latter  cannot  be  said 
to  be  a  borrower;  and  the  fact  of  one  of  its  directors  being  a 
trustee  does  not,  therefore,  bring  it  within  the  prohibition  of 
the  larc."f 

It  would  therefore  seem  to  be  true  that  no  matter  how 
much  a  trustee,  who  is  a  director  in  another  bank,  may  bor- 
row of  that  institution,  and  even  though  the  money  he  bor- 
rows may  be  the  identical  money  which  the  savings  bank  has 
deposited  fifteen  minutes  before,  he  has  not  borrowed  of  the 
savings  bank,  although  if  the  transaction  were  to  be  closely 
analyzed,  he  did  borrow  of  the  savings  bank,  through  the 
medium  of  the  deposit  of  the  available  fund.    The  commer- 


•Erie  County  Savings  Bank  v.  Coit,  104  New  York  532. 
fPaine's  Banking  Laws,  p.  214. 
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cial  bank  is  debtor  to  the  savings  bank,  and  the  borrower  is 
debtor  to  the  commercial  ba,nk.  At  the  moment  of  deposit 
the  funds  became  the  property  of  the  bank  of  discomit,  and 
it  may  loan  them  to  whomsoever  it  will.  The  relationship 
existing  between  the  borrower  and  the  previous  owner  of  the 
funds  is  irrelevant. 

It  is  very  clear  that  to  so  control  the  affairs  of  a  savings 
bank  as  to  be  able  to  turn  the  available  fund  where  one  wills 
is  a  most  desirable  power  to  possess ;  and  to  be  able  through 
the  funds  so  placed  to  borrow  from  the  depository  at  will,  is 
a  privilege  not  to  be  frowned  upon ;  but  to  make  such  use  of 
trusteeship  is  hardly  in  keeping  with  the  ethical  principles 
of  the  savings  bank.  Be  this  as  it  may,  it  is  done  every  day 
and  will  be  as  long  as  the  savings  banks  keep  an  available 
fund — which  will  be  until  the  people  never  get  frightened 
and  make  unusual  demands  upon  the  bank,  which  only  coin 
of  the  realm  can  satisfy. 

Entangling  Alliances. 

Many  of  the  savings  banks  organized  after  the  Civil  War 
were  fathered  by  banks  of  discount  and  intended  to  act  as 
feeders  to  them.  In  fact  so  close  was  the  alliance  that  the 
business  was  frequently  transacted  under  the  same  roof  and 
often  in  the  same  room,  and  even  over  the  same  counter.  In 
small  neighborhoods  where  it  was  thought  a  savings  bank 
might  be  of  service  it  was  found  that  the  patronage  secured 
would  hardly  be  sufficient  to  warrant  the  expense  of  an  inde- 
pendent establishment.  Economy  would  therefore  be  pro- 
moted by  transacting  the  business  of  the  savings  bank  in  the 
office  and  through  the  officers  of  an  ordinary  bank.  A  small 
addition  to  the  salary  of  such  officers  would  compensate  them 
for  the  services  rendered,  and  the  bank  would  be  at  no  addi- 
tional expense,  and  the  slight  inconvenience  suffered  by  the 
accommodation  thus  afforded  would  be  compensated  by  the 
balance  of  the  savings  bank  funds  left  with  it  for  deposit 
and  use.  But  the  tendency  of  such  connection  was  to  make 
the  affairs  of  the  savings  bank  subordinate  to  those  of  the 
bank  of  discount. 

Whenever  the  affairs  of  the  savings  bank  became  pros- 
perous, and  its  business  profitable,  these  would  be  made  to 
iiiure  to  the  benefit  of  the  stock  corporation.  A  large  pro- 
portion of  salaries  would  be  apportioned  from  the  savings 
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bank  profits,  rent  for  the  accommodation  furnished  would 
be  charged  and  allowed,  and  the  .heaviest  possible  line  of 
deposits  from  the  savings  bank  would  be  carried  or  held  by 
the  bank  of  discount.  In  short,  the  interests  of  the  bank  of 
discount  would  be  in  confliict  with  the  interests  of  depositors 
in  the  savings  bank,  and  in  this*  conflict  of  interests,  with  the 
power  of  control  all  in  the  hands  of  one  of  the  parties,  it 
was  plain  enough  to  see  which  party  would  fare  worst  in  the 
strife.* 

In  the  report  of  the  bank  commissioners  of  Massachu- 
setts for  1861  a  separation  of  these  institutions  was  recom- 
mended, and  the  fact  that  there  were  twenty-seven  such 
banks  located  in  the  same  room  and  managed  by  the  same 
officers  strongly  condemned,  for  they  had  f oimd  besides  the 
evils  mentioned  above  that  "the  books  of  the  savings  bank 
were  sadly  in  arrears,  because  the  treasvu^r  was  too  much 
occupied  with  his  duties  as  cashier  to  keep  them  written  up." 
"Nothing,"  says  the  committee  "is  of  more  dangerous  tend- 
ency than  a  neglect  to  keep  the  transactions  of  a  moneyed 
corporation  properly  entered  and  posted."  I  quite  agree 
with  them  in  this,  and  what  is  more  such  neglect  should  not 
be  tolerated  for  a  moment,  and  probably  is  not  as  a  general 
rule  today. 

In  a  report  on  this  subject  to  the  New  York  LiCgislature 
in  1868  it  was  pointed  out  that  the  danger  in  these  entangling 
alliances  was  that:  (a)  The  savings  bank  would  keep  too 
large  a  proportion  of  its  money  with  the  bank  of  discount; 

(b)  that  the  trustees  of  the  savings  bank  indisposed  to  tax 
themselves  with  the  management  of  the  bank  might  contract 
with  the  bank  of  discount  to  receive  and  pay  money  for  them 
and  so  subordinate  the  savings  bank  to  the  bank  of  discount ; 

(c)  that  through  duplication  of  officers  the  two  institutions 
would  practically  become  one,  and  the  savings  bank  quite 
likely  to  be  the  "other  one." 

It  was  sought  at  that  time  to  prevent  such  happenings 
by  prohibiting  any  trustee  from  becoming  a  director  of  a 
bank  of  discount.  Mention  is  made  by  Keyes  of  the  case 
of  the  Manufacturer's  Savings  Bank  of  Troy,  whose  depos- 
its decreased  from  $129,569  in  1861  to  $22,714  in  1867. 
Presumably  this  was  a  liquidation  process ;  but  it  was  found 
to  be  no  such  thing.    All  the  trustees  were  directors  of  an- 

•Keyes,  page  64,  vol.  1. 
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other  bank,  and  true  to  their  instincts  as  such  directors,  ad- 
vised their  depositors  to  make  deposits  directly  in  the 
national  bank  and  take  interest-bearing  certificates.  The 
reason  for  this  was  that  by  depositing  directly  in  the  national 
bank  the  tax  imposed  by  the  government  was  avoided. 
Enough  has  been  said  on  this  subject  to  demonstrate  that 
such  alliances  existed,  and  savings  banks  were  often  imder 
the  "vulturous  protection  of  national  banks"  as  Keyes  puts 
it.  Space  forbids  the  tracing  of  the  efforts  to  cure  the  evil; 
suffice  it  to  look  for  a  moment  at  the  law  as  it  now  stands 
to  prevent  such  complications. 

New  York  not  only  forbids  a  ma j  ority  of  the  trustees  of 
a  savings  bank  to  belong  to  the  board  of  directors  of  another 
bank,  but  the  designation  of  depository  banks  must  be  by  vote 
of  a  majority  of  the  trustees  exclusive  of  the  trustees  who 
are  officers,  directors  or  trustees  of  the  depository  bank ;  nor 
shall  any  savings  bank  do  business  in  the  same  room  or  in 
any  room  communicating  with  any  bank  or  national  banking 
association. 

But  in  New  Hampshire  the  mingling  of  the  two  corpo- 
rations is  permitted,  subject  to  the  condition  that  the  treas- 
urer of  the  savings  bank  shall  cause  a  committee  of  the 
directors  of  the  national  bank  to  endorse  upon  the  reports 
of  the  examinations  of  the  affairs  of  the  savings  bank  re- 
turned to  the  bank  commissioners,  a  certificate  under  oath 
that  they  have  made  an  examination  of  the  national  bank  at 
the  same  time  the  savings  bank  was  examined  and  found 
them  correct — hardly  a  preventative  measure. 

Other  restrictions  of  similar  nature  may  be  found  in  the 
laws  of  the  New  England  states,  but  the  tendency  is  to 
divorce  the  two  institutions,  or  perhaps  to  speak  more  cor- 
rectly, to  "separate"  them,  so  that  while  they  may  be  con- 
nected through  the  management,  they  are  outwardly,  at 
least,  distinct. 


CHAPTER  X 

THE   BY-LAWS 

The  by-laws  of  a  savings  bank  are  of  more  importance 
than  at  first  sight  they  would  seem  to  be.  In  fact,  no  sin- 
gle feature  of  savings  bank  management  should  receive 
more  careful  thought  than  the  rules  and  regulations  under 
which  the  affairs  of  the  bank  are  conducted. 

The  law  generally  allows  a  wide  latitude,  and  banks  are 
permitted  to  make  their  own  regulations,  limited  only  by 
the  law  of  the  commonwealth.  As  long  as  a  bank  workis 
in  harmony  with  the  law,  it  may  make  all  reasonable  rules, 
but  they  mttst  be  reasonable. 

There  is  a  marked  similarity  in  the  by-laws  of  these 
institutions,  caused,  no  doubt,  by  banks  using  each  other's 
by-laws  as  models  in  framing  their  own;  but  usually  some 
slight  differences  will  be  found,  due  to  individual  taste  and 
opinions. 

In  the  present  chapter  it  is  intended  to  present  the  sub- 
ject of  by-laws,  topically,  the  design  being  that  a  bank  de- 
ciding to  change  its  by-laws  may  here  find  suggestions  and 
suggestive  wordings.  At  the  close  there  will  be  found  a 
complete  set  of  by-laws  in  force  in  a  large  savings  bank  in 
New  York,  singularly  complete  and  comprehensive. 
The  following  are  taken  from  savings  banks  of  all  kinds 
and  in  all  parts  of  the  country,  and  the  State  is  in  many 
instances  indicated.  It  will  be  noted  that  frequently  two 
or  three  wordings  are  given  for  the  same  subject. 

In  the  preparation  of  this  part  of  the  work,  upwards  of 
one  hundred  sets  of  by-laws  have  been  carefully  read,  in 
order  to  get  a  composite  set  of  rules  that  will  be  represen- 
tative of  the  American  savings  bank.  Where  differences 
exist  they  have  been  noted  by  repeating  the  subject  in  its 
altered  form. 

The  By-Laws  Before  the  Bar. 

As  long  as  no  question  arises  in  banking  procedure,  the 
rules  and  regulations  may  seem  of  little  moment,  but  once 
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litigation  begins,  as  it  has  frequently  in  the  past,  these  rules 
will  at  once  become  a  factor  and  will  be  strictly  and  Uter^ 
ally  construed. 

We  shall  see  that  the  act  of  making  a  deposit  in  a  sav- 
ings bank  and  accepting  a  pass-book  constitutes  a  contract 
— a  valid  and  enforceable  contract  between  the  bank  and 
depositor.*  This  contractual  relation  is  represented  by  the 
pass-book  and  this  instrument  in  all  cases  contains  the  con- 
ditions of  the  agreement.  Many  banks  also  issue  the  com- 
plete by-laws  in  pamphlet  form,  thus  acquainting  the  de- 
positor with  the  full  details  of  the  management;  but  that 
part  which  immediately  affects  the  depositor  is  suflScient  to 
satisfy  the  law.  But  whatever  this  contract  may  be,  the 
courts  will  hold  strictly  to  the  letter  of  the  agreement,  as  in 
all  matters  of  contract.  If  the  bank  promises  to  use  its 
"best  efforts"  to  prevent  fraud  and  loss,  the  court  will  ask 
"Did  it  use  its  best  efforts?'^  If  only  ordinary  care  is  prom- 
ised, only  ordinary  diligence  will  be  expected.  Due  care 
should  therefore  be  taken  that  the  by-laws  are  plain,  ex- 
plicit and  just  to  both  parties  interested. 

The  Conduct  or  the  Bank. 

We  shall  first  consider  the  management  of  the  bank. 
This  resolves  itself  into  three  departments,  administrative, 
executive  and  clerical.  The  general  administration  is  en- 
trusted to  a  board  of  trustees.  This  body  is  created  at  the 
time  of  organization  by  the  granting  of  charter  by  the  De- 
partment of  State  that  has  charge  of  banks  and  banking, 
usually  the  Banking  Department,  the  Department  of  State, 
and  in  some  cases  the  Insurance  Department.  Thereafter 
the  board  of  trustees  is  generally  self-perpetuating. 

The  executive  work  of  the  bank  devolves  upon  com- 
mittees and  officers.  The  committees  have  general  oversight 
of  the  business,  but  the  conduct  of  the  bank  really  rests 
upon  the  officials.  While  the  investing  of  funds  and  mak- 
ing loans  is  a  function  of  the  finance  or  funding  commit- 
tee, and  the  periodical  examinations  are  made  by  auditing 
or  examining  committee,  the  executive  work  falls  to  the 
attending  officers. 

In  the  early  days  of  savings  banks  in  this  country, 


*See  full  discussion  in  Chapter  xii. 
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it  was  the  custom  to  appoint  "attending  committees," 
whose  duty  it  was  to  attend  the  bank  in  person,  and 
supervise  the  actual  work  of  the  institution;  not  only  to 
supervise  it,  but  do  it.  This  was  true  of  the  Bowery 
Savings  Bank  of  New  York  for  seventeen  years  during  its 
early  history,  and  of  many  others.  In  the  infancy  of  savings 
banks,  when  they  were  looked  upon  as  charitable  institu- 
tions, the  members  of  the  board  of  trustees  attended  in  ro- 
tation at  the  bank;  but  what  they  did  beyond  lending  a 
general  air  of  elderly  benevolence  has  never  been  asce^'- 
tained.  Where  this  custom  is  in  vogue  they  almost  invari- 
ably sign  their  names  in  a  big  book,  and  this  is  probably 
the  most  important  of  their  functions.  Such  attendance 
inevitably  degenerates  into  a  farce.*  With  the  growth  of 
savings  banks  and  the  practice  of  making  the  president  a 
salaried  officer,  tliis  custom  has  become  obsolete  in  many 
places,  and  where  it  still  obtains  it  is  a  perfunctory  service. 
Many  banks,  however,  still  embody  this  in  their  by- 
laws, the  intent  being  to  acquaint  the  full  membership,  by 
rotation  in  office,  with  the  practical  workings  of  the  bank. 
It  is  an  excellent  idea,  but  in  many  places  quite  impossible 
to  operate  successfully  under  modem  conditions. 

The  executive  officials  consist  of  a  president,  treasurer 
and  secretary,  and  in  a  few  banks  a  comptroUer.t  Some 
banks  combine  the  offices  of  secretary  and  treasurer; 
wliile  some  add  a  cashier,  whose  duties  are  similar  to 
those  of  the  comptroller,  or  secretary.  The  clerical  force 
of  the  large  city  banks  may  be  said  to  begin  with  the  chief 
clerk,  auditor,  or  cashier,  who  acts  as  the  administrative 
head  of  the  accounting  system,  followed  by  the  head  book- 
keeper, tellers,  ledger  clerks,  assistants,  filing  clerks,  etc., 
down  to  the  janitor,  guards  and  night  watchman. 

Management  of  the  Bank — Trustees. 

NUMBER.  This  bank  shall  be  under  the  manage- 
ment of  twenty  trustees  (New  York).  (The  number  va- 
ries according  to  locaUty,  running  from  seven  up  to  fifty, 
but  usuallv  under  twenty). 

RESPONSIBILITY,     (a)  The  trustees  undertaking 

♦Bolles'  Practical  Banking,  p.  316. 

fin  some  banks  the  comptroller  is  next  in  office  to  the  president 
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their  duties  without  the  expectation  of  emolument,  and 
pledging  themselves  to  an  upright  and  conscientious  dis- 
charge of  them,  are  not  to  be  held  responsible  for  any  loss- 
es which  may  happen  from  whatsoever  cause,  except  their 
willful,  corrupt  misconduct;  in  which  case  those  trustees 
only  who  were  present,  and  guilty  of  such  misconduct,  shall 
be  answerable  for  the  same  (Mass.),  (b)  No  oflftcer  or 
trustee  shall  be  responsible  for  any  loss  whatever,  except 
what  may  happen  from  his  own  willful  and  corrupt  mis- 
conduct (Mass.).  (This  is  in  keeping  with  law — ^the 
next  two  are  not.)  As  no  trustee  can  receive  any  com- 
pensation for  his  services,  none  of  them  shall  be  responsible 
for  any  loss  whatever  (New  York).  The  directors  having 
undertaken  to  transact  the  business  of  the  corporation 
without  pay  or  reward,  neither  they  nor  any  member  of  the 
corporation  will  be  hable  for  any  loss  or  losses  which  may 
occur  (Conn.). 

DUTIES.  Two  members  of  the  board  of  trustees 
other  than  the  members  of  the  board  of  investment  shall 
visit  the  bank  monthly  and  inspect  the  books  relating  to  the 
deposits  and  withdrawals,  and  their  findings  shall  be  re- 
corded in  a  book  kept  for  that  purpose  (Mass.).  Note: 
The  by-laws  of  the  Bank  for  Savings,  the  oldest  New  York 
savings  bank,  require  substantially  the  same.  It  was  the 
intent  at  the  beginning  (1819)  that  the  trustees  should 
supervise  the  bank  in  person,  rotating  in  this  work,  and 
this  practice  still  obtains,  although  since  the  making  of  the 
president's  office  a  salaried  one,  the  work  of  the  trustees 
in  this  regard  has  been  more  or  less  perfunctory,  but  it  i? 
still  a  part  of  the  bank's  management. 

TRUSTEES'  REMUNERATION.  No  trustee  shall 
receive  directly  or  indirectly  any  pay  or  emolument  for  his 
services  except  for  such  services  as  shall  be  rendered  contin- 
uously or  periodically  in  a  distinctively  defined  function  im- 
posing duties  and  responsibilities  relating  to  the  adminis- 
tration of  the  bank  in  addition  to  those  which  devolve  by 
law  or  othenvise  upon  the  board  of  trustees  as  a  whole 
(New  York). 

TRUSTEES  NOT  TO  BORROW.  No  trustee  or 
employe  shall  borrow  directly  or  indirectly,  any  of  the 
funds  of  the  bank  nor  become  surety  or  guarantor  for  any 
loan  from  the  bank,  nor  shall  any  loan  be  made  which  is 
secured  by  any  mortgage  on  any  real  estate  in  which  at  the 
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time  of  the  loan  any  such  person  has  any  beneficial  inter- 
est  ( N^ew  ^^ork  ^ 

ATTENDANCE  AT  MEETINGS,  (a)  If  any 
trustee  fails  to  attend  the  meetings  of  the  board  or  perform 
any  of  the  duties  devolving  upon  him  as  such  trustee  for 
six  successive  months  without  having  been  previously  ex- 
cusedy  the  office  of  such  trustee  shall  immediately  become 
vacant  (New  York).  (This  follows  the  New  York  law 
Uterally.)  (b)  Any  trustee  omitting  to  attend  the  regu- 
lar meetings  of  the  board  for  six  months  in  succession,  may 
thereupon,  at  the  election  and  discretion  of  said  board,  be 
considered  as  having  vacated  his  place,  and  a  successor  may 
be  elected  to  fill  the  same  (Maine). 

GENERAL  AUTHORITY  OF  THE  TRUSTEES. 
The  trustees  may,  by  vote  of  the  majority  of  the  whole 
nimiber,  at  any  time,  pay  off  any  or  all  of  the  depositors, 
or  divide  the  whole  of  the  property  among  the  depositors 
in  proportion  to  their  respective  interest  therein,  upon  giv- 
ing three  months'  notice  thereof;  and  they  shall  also  be  at 
liberty  to  refuse  any  deposits  at  their  pleasure. 

Meetings  of  the  Boabd. 

REGULAR.  There  shall  be  stated  meetings  of  the 
board  of  trustees  on  the  second  Thursday  of  every  month, 
to  be  held  at  its  banking  rooms,  or  such  other  place  in  the 
City  of  New  York,  as  the  president  or  a  majority  of  the 
trustees  may  direct,  if  for  any  reason  it  becomes  necessary 
to  change  temporarily  the  said  place  of  meeting  (New 
York). 

MEETINGS— HOW  CALLED,  (a)  By  deposit- 
ing notice  to  them  in  the  post  office  at  least  six  hours  be- 
fore the  meeting  (New  York),  (b)  The  secretary  shall 
seasonably  notify  the  members  of  all  meetings  of  the  cor- 
poration (N.  H.).  (c)  A  written  or  printed  notice  for 
each  meeting  shall  be  sent  to  each  manager  (Pa.). 

SPECIAL  MEETINGS,  (a)  Special  meetings  may 
be  called  by  three  of  the  trustees  by  giving  twenty-four 
hours*  written  or  printed  notice  of  the  same  (New  York), 
(b)  Special  meetings  may  be  called  by  the  president  or  sec- 
retary, or  upon  request  of  five  trustees  (New  York),  (c) 
Special  meetings  may  be  called  by  the  president,  of  which 
twenty-four  hours'  notice  shall  be  given,  or  by  either  of  the 
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vice-presidents,  or  three  of  the  trustees,  of  which  forty-eight 
hours'  notice  shall  he  given.  Notice  of  special  meetings  shall 
be  given  in  writing  and  left  at  or  mailed  to  the  residence  or 
place  of  business  of  each  trustee,  stating  the  object  of  the 
meeting  (New  York). 

QUORUM.  A  quorum  at  any  regular,  special,  or  ad- 
journed meeting  shall  consist  of  not  less  than  seven  trus- 
tees, of  whom  the  president  shall  be  one;  except  when  he 
is  prevented  from  attending  any  meeting  by  sickness,  or 
other  unavoidable  detention,  when  he  may  be  represented 
in  forming  a  quorum  by  the  first  vice-president,  who,  in 
case  of  his  absence  from  like  cause,  may  be  represented  by 
the  second  vice-president,  but  less  jthan  a  quorum  shall  have 
power  to  adjourn  from  time  to  time,  or  until  the  next  reg- 
ular meeting  (New  York).  Five  members  shall  be  a  quo- 
rum to  transact  ordinary  business,  but  for  the  election  of 
executive  officers,  filling  vacancies,  either  in  the  executive 
officers  or  in  the  board  or  altering  the  by-laws,  two-thirds 
of  the  board  shall  be  present  (North  Carolina). 

ORDER  OF  BUSINESS.  At  all  stated  meetings  the 
following  shall  be  the  order  of  business. 

1.  Reading  the  minutes  of  the  last  stated,  and  any  sub- 
sequent meeting  of  the  board. 

2.  Reading  the  minutes  of  the  funding  committee 
8.     Treasurer's  report  and  general  statement. 

4.  Reports  of  committees. 

5.  Unfinished  business. 

6.  Communications  from  banking  department. 

7.  NcAV  business. 

MINUTES  OF  THE  MEETINGS.  The  secretary 
shall  attend  all  such  meetings,  keep  a  record  of  .the  doings 
of  the  same,  and  perform  such  other  duties  as  may  by  law 
be  required  of  him.  The  minutes  shall  be  read  previotis  to 
adjournment  and  also  at  the  next  regular  meeting  for  ap- 
proval. 

VACANCIES— HOW  FILLED,  (a)  Every  va- 
cancy among  the  officers  or  trustees  of  the  institution, 
whether  occasioned  by  death,  resignation  or  otherwise,  and 
every  vacancy  to  occur  by  reason  of  a  resignation  to  take 
effect  at  a  future  date  which  has  been  accepted  by  the 
board,  shall  be  filled  by  ballot  at  any  stated  meeting  of  the 
board;  but  no  election  to  fill  such  vacancy  shall  be  held 
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without  three  days*  written  or  printed  notice  given  to  the 
trustees,  specifying  the  vacancy  to  be  filled,  excepting  that 
if  at  a  stated  meeting  when  such  notice  has  been  given,  an 
oflScer  is  elected  to  fill  a  vacancy,  and  another  vacancy  is 
created  to  take  effect  then  or  thereafter  as  a  result  of  such 
election,  such  resulting  vacancy  may  be  filled  at  the  same 
meeting  without  further  notice.  A  majority  of  all  persons 
present  and  voting  shall  be  necessary  for  a  choice  at  all 
elections,  and  at  least  eleven  affinnative  votes  shall  be  nec- 
essary for  the  election  of  any  trustee  or  other  officer  of  the 
board  (New  York),  (b)  After  proposals  of  names  for 
new  trustees  or  for  the  filling  of  vacancies,  the  president 
shall  appoint  a  committee  of  five  to  consider  the  propriety 
of  electing  the  proposed  members  and  report  to  the  board 
at  the  next  meeting  (New  York).  Names  of  proposed 
trustees  must  be  presented  at  a  regular  meeting  (New 
York).  No  name  shall  be  presented  to  the  board  of  trus- 
tees to  be  acted  upon  for  membership  until  such  name  shall 
have  been  referred  to  the  executive  committee  and  reported 
upon  at  the  next  regular  meeting  (New  York).  Each 
name  proposed  must  be  on  a  separate  piece  of  paper  and 
signed  by  a  majority  of  the  trustees  (New  York).  The 
names  of  all  persons  intended  to  be  proposed  at  any  meet- 
ing as  members  of  the  corporation  shall  be  posted  in  the 
president's  office  for  two  weeks  at  least  before  such  meet- 
ing (Mass.). 

Officers. 

The  officers  shall  be  a  president,  two  vice-presidents, 
secretary,  and  treasurer,  who  shall  be  elected  by  ballot  from 
the  board  of  trustees,  and  such  other  officers  and  assistants 
shall  be  appointed  as  the  board  of  trustees  may  deem  nec- 
essary, who  shall  hold  their  offices  during  the  pleasure  of 
the  board. 

The  title  officer  or  officers  as  used  in  these  by-laws  shall 
mean  the  president,  vice  presidents,  secretary  or  treasurer, 
(Note:  Some  banks  designate  the  attending  officer  "Sec- 
retary," others  "Treasurer"  and  still  others  "Cashier," 
while  in  manv  cases  the  three  are  combined  in  one.  In 
large  banks  all  three  may  be  found,  in  addition  to  others.) 

A  counsel  shall  also  be  appointed,  who  shall  not  be  a 
trustee. 

The  attorney  shall  attend  the  meetings  of  the  board. 
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when  requested,  and  the  board  may  regulate  his  charges 
for  services  (New  York). 

Duties  of  President  and  Vice-President.     - 

(a)  The  president  shall  have  the  general  charge  and 
superintendence  of  the  bank,  its  management,  securities  and 
obligations.  He  shall  have  power  to  execute,  in  the  name 
and  under  the  common  seal  of  the  bank,  such  releases  from, 
or  conveyances,  assignments  or  transfers  of,  the  property 
or  securities  of  the  bank  as  may  be  authorized  by  the  board 
of  trustees.  He  shall  also  have  power,  upon  receipt  of 
principal  and  interest  due  thereon,  to  execute  assignments 
of  bonds  and  mortgages  and  satisfaction  pieces  of  mort- 
gages. 

In  the  absence  of  the  president  either  of  the  vice-presi- 
dents may  discharge  any  or  all  of  the  duties  of  the  presi- 
dent. In  case  any  conflict  of  authority  or  duty  shall  arise 
between  any  of  the  officers  or  employees  of  the  bank  the  de- 
cision of  the  president  shall  be  conclusive  until  overruled 
or  modified  by  the  board  of  trustees.     (New  York.) 

(b)  The  president  shall  have  a  general  supervision  and 
direction  of  the  business  of  the  institution,  subject  to  such 
action  and  regulations  as  may  from  time  to  time  be  adopted 
by  the  board  of  trustees. 

He  shall,  in  conjunction  with  the  treasurer,  have  charge 
of  the  common  seal,  also  of  all  bonds  and  mortgages',  stocks, 
securities  and  other  property  belonging  to  or  held  by  the 
institution. 

All  satisfactions  of  mortgages,  releases  and  conveyances 
shall  be  signed  by  the  president  or  one  of  the  vice-presidents 
and  secretary  or  treasurer. 

He  shall  preside  at  all  meetings  of  the  board  of  trus- 
tees, and  appoint  all  committees,  unless  otherwise  ordered, 
and  shall  perform  such  other  duties  as  usually  devolve  on 
the  chief  executive  officer  of  like  institutions.     (New  York.) 

It  shall  be  the  duty  of  the  first  vice-president  to  consult 
and  advise  with  the  president  in  all  matters  and  affairs  of 
the  institution,  to  assist  the  president  in  the  discharge  of 
his  duties,  and  to  perform  all  the  duties  of  the  president  in 
his  absence  or  inability  to  act,  and  in  concurrence  with  the 
president,  to  have  a  general  oversight  of  all  the  business 
and  affairs  of  the  institution.     (New  York.) 
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It  shall  be  the  duty  of  the  second  vice-president,  when- 
ever requested  by  the  president  or  first  vice-president,  to 
perform  all  the  duties  devolving  upon  the  first  vice-presi- 
dent in  his  absence  or  inability  to  act.     (New  York.) 

Duties  of  Treasurer. 

(a)  It  shall  be  the  duty  of  the  treasurer  to  attend  at 
the  bank  during  banking  hours,  and  aft  such  other  times 
as  may  be  necessary;  to  keep  or  cause  to  be  kept,  an  ac- 
count of  all  moneys  received  and  paid  out;  to  make,  or 
cause  to  be  made,  the  necessary  entries  in  the  pass-books 
of  the  dealers;  he  shall  receive  the  funds  remaining  in  the 
hands  of  the  teller,  or  on  hand;  provide  the  necessary  sup- 
plies and  other  articles,  books,  blanks  and  stationery  re- 
quired in  the  prosecution  of  the  business  of  the  bank,  and 
pay  such  salaries  to  the  employees  of  the  board  as  he  may 
be  bv  their  vote  directed  when  due;  and  in  connection  with 
the  president  he  shall  have  charge  of  all  bonds  and  mort- 
gages and  other  securities  and  property  of  the  bank,  ex- 
cepting bonds  given  by  the  employees  of  the  bank.  (New 
York.) 

(&)  It  shall  be  the  duty  of  the  treasurer  to  keep  an 
account  of  all  moneys  received  and  paid  out,  and  shall  re- 
port the  same  in  detail  at  each  monthly  meeting  of  the 
board;  he  shall  also  make  out  and  prepare  in  due  time  all 
such  reports  and  returns,  or  other  statements  as  the  insti- 
tution is  required  to  render  in  compliance  with  the  statutes, 
and  perform  such  other  duties  as  the  board  may  by  resolu- 
tion require.     (New  York.) 

(c)  The  treasurer  shall  be  ex  officio  clerk  of  the  cor- 
poration and  of  the  board  of  trustees  and  shall  keep  a  true 
record  of  the  proceedings  at  all  their  meetings  and  publish 
notice  of  meetings  as  prescribed  in  these  by-laws. 

It  shall  be  the  duty  of  the  treasurer,  with  such  assist- 
ants as  he  may  be  authorized  by  the  board  of  trustees  to 
employ  under  fixed  compensations,  to  attend  at  the  bank 
during  bank  hours  to  enter  all  deposits  and  payments  made 
to  depositors  in  the  books  of  the  bank,  and  a  duplicate  of 
each  entry  in  the  book  of  the  depositor.  He  shall  keep, 
deposit,  and  invest  the  money  and  property  of  the  bank  as 
directed  by  the  board  of  trustees.  He  shall  pay  all  debts 
due  from  the  bank,  make  all  transfers  of  securities,  and 
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collect,  receive  and  enforce  all  debts  and  obligations  due  to 
it,  and  upon  payment  thereof  shall  acquit  and  discharge  the 
same  and  surrender  or  discharge  all  security  held  therefor, 
and  shall  transact  the  other  ordinary  business  of  the  bank 
and  present  to  the  board  of  trustees,  weekly,  an  exhibit  of 
the  state  of  deposits,  liabilities  and  investments  of  the  bank. 
The  treasurer  shall  have  charge  of  all  the  securities. 

DiscEETiox  OF  Treasurer. 

The  treasurer  is  hereby  authorized  to  procure  all  need- 
ful books  and  stationery  for  the  use  of  the  bank,  and  to  pay 
for  the  same  without  audit;  also  to  pay  all  other  just  and 
legal  claims  against  it  of  known  and  fixed  amounts,  as  rent, 
taxes,  salaries,  etc. 

Duties  of  the  Secretary. 

It  shall  be  the  duty  of  the  secretary  to  conduct  the  cor- 
respondence of  the  bank,  to  receive  all  mortgage  applications, 
and  submit  them  to  the  appropriate  committees;  he  shall 
notify  the  trustees  and  committees  of  all  meetings  required 
to  be  held,  and  be  present  and  keep  the  minutes  of  such 
meetings  if  so  required. 

General  Duties  of  the  Treasurer  and  Secretary. 

The  treasurer  and  secretary  shall,  under  the  general  di- 
rection of  the  president,  superintend  the  daily  transactions 
of  the  bank;  make,  or  cause  to  be  made,  the  necessary  en- 
tries in  the  pass-books  of  the  depositors;  collect  the  prin- 
cipal of,  and  the  interest  and  income  arising  from,  aU  se- 
curities or  property  held  or  owned  by  the  bank,  as  the 
same  may  become  due;  cause  the  same  and  the  money  re- 
ceived from  depositors  to  be  deposited  daily  in  such  bank 
or  banks  as  the  board  of  trustees  may  direct,  except  a  sum 
sufficient  to  meet  the  ordinary  demands  of  depositors  from 
day  to  day,  which  sum  shall,  after  banking  hours,  be  kept 
in  the  vault  of  the  bank ;  cause  all  policies  of  insurance  upon 
buildings  mortgaged  to  or  owned  by  the  bank  to  be  re- 
newed at  or  before  their  expiration;  provide  all  necessary 
books,  blanks  and  stationery,  and  cause  all  salaries  to  be 
paid  when  due.     In  the  absence  of  the  treasurer  his  duties 
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shall  be  performed  by  the  secretary;  and  in  the  absence  of 
the  secretary  his  duties  shall  be  performed  by  the  treasurer. 
(New  York.) 

The  Compteollee. 

The  comptroller  shall  daily  audit  and  revise  the  accounts 
of  the  tellers  at  the  offices  of  the  society  and  verify  their 
reports  of  receipts  and  payments,  and  the  postings  thereof 
in  the  ledgers.  He  shall,  under  the  direction  of  the  presi- 
dent, have  the  care  and  management  of  the  society's  invest- 
ments in  real  estate;  and  he  shall  also  perform  such  other 
duties  as  may  be  assigned  to  him  by  the  president,     (Pa.) 

Sueveyoe  and  Appeaisee. 

The  surveyor  shall  survey  and  appraise  property  for 
mortgage  loans,  and  sign  orders  for  payment  by  the  pres- 
ident or  treasurer  of  instalments  on  mortgage  loans.  (New 
Jersey. ) 

Committees  and  Theie  Duties. 

It  shall  be  the  duty  of  the  president  to  appoint  annually 
at  the  regular  annual  meeting  of  the  board  of  trustees  in 
January,  subject  to  the  approval  of  the  board,  the  follow- 
ing committees:  Finance  committee,  consisting  of  five 
members;  examining  committee,  consisting  of  three  mem- 
bers; executive  committee,  consisting  of  three  members; 
appraisal  committee,  consisting  of  three  members;  attends 
ing  committee,  consisting  of  six  members,  and  also  an 
attorney,  together  with  such  other  committees  as  may  from 
time  to  time  be  authorized  by  the  board.  (Note:  In  many 
banks  a  nominating  committee  is  also  included,  whose 
duty  is  to  suggest  names  of  trustees,  officers  and  com- 
mittees, in  place  of  the  president  as  above.) 

Finance  or  Funding  Committee. 

(a)  There  shall  be  a  committee  of  five  members  of 
the  board  to  be  denominated,  the  funding  committee.  The 
president  and  treasurer  (who  are  hereby  permanently  ap- 
pointed as  part  of  said  committee)  and  three  other  trustees 
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taken  in  rotation,  the  terms  of  office  of  one  of  whom  shall 
expire  each  year,  shall  constitute  said  committee,  whose 
duty  it  shall  be  to  invest  the  money  received,  under  such 
limitations  as  are  prescribed  by  law,  subject  to  the  approval 
of  the  board,  at  each  monthly  meeting;  to  examine  the 
books,  accounts,  securities  and  management  of  the  bank, 
and  report  thereon  to  the  board  at  the  monthly  meetings 
in  June  and  December,  and  at  the  same  meetings  to  recom- 
mend a  rate  of  interest  dividend  to  be  declared. 

Each  application  for  mortgage  loan  may  be  approved 
by' said  committee,  after  the  same  shall  have  been  investi- 
gated by  one  or  more  of  their  number  or  a  member  of  the 
board  and  such  investigation  certified  to,  as  to  the  value 
of  the  premises  to  be  mortgaged,  according  to  their  best 
judgment.  The  report  of  such  investigation  shall  be  filed 
and  preserved  among  the  records  of  the  bank. 

Annually  at  the  meeting  in  February,  there  shall  be 
elected  for  two  years,  one  member  of  such  committee,  to 
fill  the  places  of  those  whose  terms  of  office  expire  at  that 
time.  Members  of  said  committee  retiring  therefrom  by 
expiration  of  their  term  or  by  resignation,  shall  be  ineligible 
for  re-election  until  after  one  year  from  the  time  they  shall 
so  retire. 

In  case  of  the  inability  by  sickness,  absence,  or  other 
unavoidable  detention  of  any  member  to  attend  the  meet- 
ings of  any  committee,  the  president  may  designate  any 
member  of  the  board  of  trustees  to  act  as  a  member  of  said 
committee  during  such  inability. 

Three  members  of  said  committee  shall  constitute  a 
quorum.     (New  York.) 

(&)  The  finance  committee  shall  hold  stated  meetings 
at  the  bank  on  the  last  Tuesday  of  each  month,  at  10 
o'clock  A.  M.  They  may  also  hold  special  meetings,  and 
adjourn  from  time  to  time.  They  shall  appoint  a  chairman 
and  secretary,  and  keep  a  record  of  their  proceedings. 

They  may  consider  applications  for  loans,  make  invest- 
ments, which  (when  ratified  by  the  board)  shall  be  valid, 
and  transact  any  other  business  allowed  to  the  monthly 
meeting  of  trustees;  and  whenever  said  monthly  meeting 
shall  fail  of  a  quorum,  said  committee  may  organize  and 
act  in  its  stead.     (New  York.) 

May  settle  and  adjust  claims  against  the  bank  and  con- 
sult counsel.     (New  York.) 

11 
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(c)  It  shall  be  the  duty  of  the  finance  committee  to 
meet  as  often  as  circmnstances  require,  and  to  superintend 
and  direct  all  loans  and  permanent  investments  of  the  funds 
of  the  institution.  They  shall  examine  all  applications  for 
loans  on  bond  and  mortgage,  or  other  permanent  invest- 
ments, and  particularly  all  real  estate  that  may  be  offered 
to  be  mortgaged  to  the  bank  as  security  for  loans,  and 
ascertain  its  value  and  sufficiency  for  the  proposed  security. 
And  if,  after  loans  are  made,  they  shall  at  any  time  doubt 
the  sufficiency  of  the  security,  they  shall  call  in  so  much  ^of 
the  loan  as  will  render  the  remainder  well  secured,  or  re- 
quire additional  security.  They  shall  keep  a  record  of 
their  proceedings,  and  make  a  report  thereof,  in  writing,  at 
every  stated  meeting  of  the  board  of  trustees.  They  shall 
make  a  special  examination  of  any  or  all  real  estate  and 
premises  on  which  the  bank  holds  a  mortgage  whenever 
they  think  it  necessary  or  advisable  to  do  so,  or  whenever 
required  by  the  board  of  trustees,  with  the  view  of  ascertain- 
ing its  then  present  condition  and  value,  and  report  the 
result  of  such  examinations  at  the  next  stated  meeting  of 
the  board  thereafter. 

Tliis  committee,  with  the  president  and  secretary,  shall 
have  power  to  adjust  and  settle  all  claims  against  the  bank 
where  the  amount  involved  shall  not  exceed  five  hundred 
dollars,  and  they  may  employ  and  consult  counsel.  They 
may  likewise  decide  and  grant  appUcations  for  a  release 
of  part  of  mortgaged  premises,  in  cases  when  such  appli- 
cations or  claims  cannot  conveniently  be  referred  to  a  meet- 
ing of  the  board.     (New  York.) 

Examining  Committee. 

(a)  There  shall  be  annually  taken  by  rotation  an  exam- 
ining committee  of  five  members  of  the  board  of  trustees, 
who  shall  carefully  examine  the  books,  accounts,  securities, 
bonds  of  officers  and  employees,  and  management  of  the 
bank,  and  report  thereon  to  the  board  whenever  deemed 
necessary.     (New  York.) 

(6)  There  shall  be  elected  at  the  regular  monthly 
meeting  in  June  and  December  of  every  year  a  committee 
of  three,  whose  duty  it  shall  be  to  make  a  thorough  exam- 
ination of  the  vouchers,  books  and  assets  held  by  the  in- 
stitution, and  report  to  the  next  regular  monthly  meeting 
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of  trustees  the  state  of  the  books,  and  a  detailed  state- 
ment of  all  the  various  assets,  liabilities  and  business  of  the 
institution.  The  reports  to  the  Superintendent  of  the 
Banking  Department  of  the  assets  of  the  institution  shall 
be  based  upon  the  examination  to  be  made  by  the  com- 
mittee on  the  last  days  of  June  and  December  in  each  year. 
A  synopsis  of  the  committee's  report  shall  be  printed  for 
the  use  of  the  institution  and  its  depositors.  The  commit- 
tees may  employ  accountants  or  such  other  assistance,  in 
fulfilling  their  duties,  as  they  may  deem  advisable  or  neces- 
sary.    (New  York.) 

(c)  It  shall  be  the  duty  of  the  auditing  (examining) 
committee  to  examine  the  cash  funds  on  hand  at  least  once 
each  month  and  to  examine  all  vouchers  and  audit  all  ac- 
counts and  bills  and  the  expenses  of  the  institution. 

The  examining  conunittee  shall  have  general  supervision 
of  the  bank  during  the  recess  of  the  board,  make  loans, 
appraise  the  value  of  real  estate;  may  suspend  any  clerk 
or  employee  and  supply  his  place  until  the  regular  meeting 
of  the  board. 

Attending  Committee. 

{a)  It  shall  be  the  duty  of  the  attending  committee, 
or  one  of  them,  to  attend  at  the  bank  at  least  once  a  week 
during  the  month  when  it  shall  be  open  for  deposit  and  re- 
payment of  moneys,  and  to  inform  themselves  of  the  opera- 
tions of  the  bank;  if,  however,  one  or  more  shall  be  unable 
to  attend,  it  shall  be  his  duty  to  procure  the  attendance  of 
another  trustee  in  his  stead.  They  shall  also,  each  day  that 
thev  are  in  attendance,  make  careful  examinations  of  the 
books  of  the  bank  and  see  that  all  moneys  which  may  have 
come  into  the  hands  of  the  treasurer  shall  have  been  de- 
posited in  bank  or  otherwise  properly  accounted  for.  In 
case  any  member  of  either  standing  committee  cannot  per- 
sonally attend  to  his  duties  on  said  committee,  he  may 
appoint  any  other  trustee  a  member  of  said  committee  pro 
tern  in  his  stead,  whose  acts  shall  be  equally  binding.  (New 
York.) 

(&)  A  monthly  attending  committee,  embracing  all 
the  members  except  the  president  and  \ace-presidents  shall 
be  appointed,  whose  duties  shall  be  to  attend  at  the  bank 
in  rotation  and  have  general  supervision  of  the  business  of 
the  corporation  and  its  employees. 
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(c)  Monthly  attending  committees,  embracing  all  the 
members  of  the  board,  except  the  president  and  two  vice- 
presidents,  may  be  appointed,  each  of  which  committees 
shall  in  rotation  have  a  general  charge  and  supervision  of 
the  business  of  the  institution  and  its  employees. 

Executive  Committee. 

An  executive  committee  consisting  of  three  members 
shall  be  appointed  annually  who  shall  have  general  over- 
sight of  the  affairs  of  the  bank.  They  shall  ascertain  the 
balances  due  from  other  banks,  and  where  deposited  and  on 
what  terms,  and  report  monthly.  They  shall  perform  all 
duties  of-  an  executive  nature  that  shall  necessitate  action 
during  the  recess  of  the  board  and  report  at  the  next 
meeting. 

Nominating  Committee. 

A  nominating  committee  of  three  members  shall  present 
all  names  of  proposed  trustees  and  officers,  and  no  action 
shall  be  taken  on  any  name  for  any  position  until  it  shall 
have  been  favorably  reported  to  the  board  by  the  nominat- 
ing committee. 

Records  to  Be  Kept. 

Each  of  said  conunittees  shall  keep,  in  books  for  that 
purpose,  a  full  record  of  its  proceedings,  which  shall  be 
signed  by  the  members  of  said  committees,  respectively,  and 
be  reported  in  full  at  each  meeting  of  the  board,  and  at  any 
special  meetings,  when  called  for  by  a  vote  of  the  board. 

Employees. 

All  employees  shall  hold  office  at  the  pleasure  of  the 
board. 

Oath  of  Office.  All  employees  before  entering  upon 
their  respective  duties  shall  take  the  following  oath  of 
oflSce: 

I  do  solemnly  swear  (or  affirm)  that  I  will,  to  the  best 
of  my  abilities,  perform  all  such  duties  and  services  as  shall 
be  given  me  in  charge  by  virtue  of  my  appointment  to  the 
office  of  of  the  Savings  In- 
stitution of  the  city  of  Ncav  York;  and  that  I  will  faith- 
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fully  apply  and  protect  the  funds  and  property  of  the  in- 
stitution, and  account  for  the  same,  under  the  control  of 
the  president  or  board  of  trustees.     (New  York.) 

Duty  of  Assistants. 

It  shall  be  the  duty  of  the  assistants  appointed  by  the 
board,  to  attend  at  all  times  when  the  bank  is  open,  at  the 
banking-house,  and  perform  such  services  as  may  be  re- 
quired of  them  under  the  superintendence  of  the  president 
and  treasurer,     ( Xew  York. ) 

To  Give  Bonds. 

The  several  oflScers  and  clerks  receiving  salaries  from 
the  board  shall,  before  entering  upon  their  respective  duties, 
execute,  severally,  a  bond  or  bonds  in  such  penal  sums,  and 
with  such  surety  as  may  be  required  by  the  board,  con- 
ditioned for  the  faithful  performance  of  the  duties  assigned 
them,  and  for  the  security  of  any  funds  of  the  institution 
which  may  come  into  their  hands,  respectively,  such  surety 
to  be  approved  by  the  funding  committee.     (New  York.) 

No  trustee  shall  become  surety  or  go  on  the  bonds  of 
officers  or  employees.     (New  York.) 

The  surety  bonds  of  officers  and  employees  shall  be  in 
custody  of  the  president.     (New  York.) 

Privacy  of  Accounts. 

All  transactions  between  the  depositors  and  the  bank 
shall  be  strictly  confidential,  and  no  information  in  regard 
to  the  account  of  any  depositor  with  the  bank  shall  be  re- 
vealed to  a  third  party,  except  when  ordered  by  the  court, 
or  when  requested  by  the  depositor,  or  when  directed  by  the 
president  or  treasurer.     (Conn.) 

All  business  confidential.  No  officer  or  employees  shall 
disclose  anything  in  relation  to  the  account  of  any  person 
except  in  obedience  to  the  order  of  a  competent  court. 

Salaries. 

No  motion  to  change  the  salary  of  any  officer  or  em- 
ployee of  the  bank  shall  be  entertained  unless  notice  of  the 
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proposed    change    shall   have    been    given    at    a    previous 
meeting. 

The  clerks  of  the  bank  and  janitor  of  the  bank  building 
shall  be  under  the  immediate  control  and  supervision  of  the 
president  and  treasurer. 

Limit  of  Deposits. 

(a)  Deposits  in  sums  from  ten  cents  and  upwards  to 
$8,000  will  be  received,  but  in  order  to  retain  the  pass  book, 
a  balance  of  one  dollar  must  remain  on  deposit.  No  in- 
terest will  be  allowed  on  accounts  where  the  balance  is  less 
than  five  dollars.     (Ncav  York.) 

(&)  Deposits  of  five  dollars  and  upwards  to  the 
amount  of  $3,000  may  be  received  from  one  individual. 
(New  York.) 

But  in  no  case  will  fractional  parts  of  a  dollar  be  re- 
ceived on  deposit.     (New  York.) 

(c)  Deposits,  to  the  amount  allowed  by  law,  may  be 
received  on  one  account,  and  all  receipts  and  payments  shall 
be  in  specie  or  in  bills  taken  in  deposit  by  the  incorporated 
banks  of  the  city  of  New  York  at  par.  But  no  new  ac- 
count shall  be  opened  with  a  deposit  of  less  than  five 
dollars. 

Depositors  Must  Subscribe  to  the  By-Laws. 

(a)  Each  depositor  on  making  his  or  her  first  deposit 
shall  be  required  to  subscribe  his  or  her  assent  and  agree- 
ment to  be  governed  by  the  by-laws  and  regulations  of  the 
bank.     (New  York.) 

(6)  Upon  making  a  deposit,  the  depositor  shall  be 
required  to  subscribe  Ws  name,  signifying  his  assent  to  the 
regulations  and  by-laws  of  the  bank,  and  to  all  such  altera-- 
tions  thereof  a^  may  be  duly  made.     (Maine.) 

(c)  On  making  the  first  deposit,  depositors  must  sub- 
scribe to  the  by-laws,  and  the  acceptance  of  the  book  is 
such  assent. 

(d)  If  for  any  reason  the  depositor  does  not  subscribe 
to  the  by-laws  in  writing,  he  will  be  bound  unless  he  returns 
the  pass  book  or  withdraws  the  money  within  ten  days. 
(New  York.) 

(e)  But  if  this  (the  signature)  has  not  been  made  at  the 
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time  of  making  the  first  deposit,  the  fact  of  making  the 
first  deposit  shall  of  itself  be  regarded  as  intended  by  the 
depositor  as  signifying  his  assent  and  agreement  to  the  said 
by-laws  and  regulations  and  shall  be  deemed  sufficient  evi- 
dence  of  such  assent.     (New  York.) 

(/)  Every  person  desirous  of  becoming  a  depositor 
shall,  at  the  time  of  making  the  first  deposit,  receive  a  de- 
posit book  containing  the  following  rules  and  regulations 
printed  therein;  and  by  receiving  the  book  the  depositor 
shall  be  considered  as  agreeing  to  be  bound  by  the  by-laws. 
One  book  only  will  be  given  out  in  the  same  name. 
(Penna.) 

(g)  Depositors  evidence  their  consent  to  the  rules  and 
regulations  herein  contained  by  acceptance  of  this  book. 
( Conn. ) 

(h)  If  the  depositor  is  unable  to  write,  or  is  not  pres- 
ent at  the  time  of  opening  the  account,  or  for  any  other 
reason  is  unable  to  make  such  subscription  to  the  by-laws, 
the  acceptance  of  the  pass  book  shall  be  taken  and  be 
deemed  to  be  an  agreement  by  the  depositor  to  be  bound 
by  and  subject  to  the  by-laws  and  rules  as  they  then  exist 
or  may  thereafter  be  lawfully  altered  or  amended.  And 
any  agreement  or  contract  or  condition  inconsistent  ^vith 
the  by-laws  of  the  institution  which  may  be  alleged  to  have 
been  made  with  any  such  person  making  a  deposit  shall  be 
void  unless  the  same  shall  have  been  in  writing  and  in  the 
pass  book  and  been  signed  by  some  duly  authorized  officer 
of  the  institution  before  its  delivery.     (New  York.) 

(i)  Depositors  on  making  their  first  deposit  shall  sub- 
scribe to  the  by-laws  and  give  such  information  touching 
themselves  as  shall  enable  the  officers  to  identify  the  parties 
whenever  said  parties  may  wish  to  withdraw  the  funds. 
(New  York.) 

(j)  Deposits  of  one  dollar  and  upward  not  exceeding 
$8,000  may  be  received  from  any  one  depositor.  On  mak- 
ing the  first  deposit,  the  depositor  must  appear  at  the  office 
of  the  savings  bank  and  declare  by  his  signature  his  assent 
to  the  rules  and  regulations  of  the  bank.  The  depositor 
shall  receive  a  pass  book  in  which  all  deposits  and  with- 
drawals are  to  be  recorded,  and  it  shall  be  the  duty  of  each 
depositor,  before  leaving  the  bank,  to  examine  the  entries 
in  his  or  her  pass  book,  or  the  bank  will  not  be  responsible 
for  any  claim  afterwards  made.    Only  persons  not  residing 
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in  this  city  may  open  accounts  in  writing,  lawfully  attested. 
The  bank  will  not  be  responsible  for  any  money  sent  to 
depositors  at  their  request. 

Agreements  Invalid, 

No  employee  of  this  bank  other  than  the  president  or 
treasurer  shall  make  any  agreement,  oral  or  written,  with 
any  depositor,  involving  this  bank,  beyond  the  ordinary 
entries  made  in  the  pass  books  of  depositors  inclusive  of 
entries  creating  joint  accounts  and  trust  accounts. 

Deposits — How  Entered. 

(a)  All  deposits  shall  be  regularly  entered  in  the 
books  of  the  bank,  and  also  in  a  book  to  be  furnished  to  the 
depositor,  which  shall  be  kept  by  him  or  her  as  a  voucher 
for  his  or  her  deposits. 

(6)  No  money  shall  be  received,  nor  shall  any  money 
be  paid  out,  except  at  the  hank,  in  the  presence  of  either 
the  president,  treasurer,  secretary,  a  trustee,  or  the  teller  or 
other  assistants. 

(c)  Deposits  shall  be  regularly  entered  in  the  books 
of  the  bank  and  posted  daily  ♦  ♦  ♦  and  the  amount 
written  in  full  length  and  in  figures  and  signed  by  an 
officer  of  the  bank.     (North  Carolina.) 

(d)  Deposits  shall  be  entered  in  the  book  of  the  de- 
positor who  shall  then  examine  the  same. 

Other  Deposits. 

Special  deposits  with  prescribed  conditions  may  be 
made,  which  conditions  shall  be  entered  upon  the  books  of 
the  corporation  and  of  the  depositor;  and  the  money  thus 
deposited  shall  in  no  case  be  withdrawn,  except  in  conform- 
ity with  those  conditions.  (Maine.)  (New  York  cannot 
accept  special  deposits  other  than  joint,  trust,  society  and 
court  accounts.) 

Any  depositor  may  designate  at  the  time  of  making  a 
deposit  the  period  for  which  he  desires  the  deposit  to  remain 
in  the  bank,  and  persons  for  whose  benefit  the  same  is 
made;  and  such  depositor  and  his  or  her  legal  representa- 
tives,  shall  be  bound  by  such  conditions  voluntarily  an- 
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nexed  to  the  deposit;  and  in  case  of  a  dissolution  of  the 
corporation,  the  same  shall  be  paid  to  the  person  legally 
authorized  to  receive  it.     (Maine.) 

Miscellaneous  Pkovisions  Concerning  Deposits. 

When  money  is  brought  to  deposit,  it  must  be  carefully 
counted,  laid  straight,  all  one  way,  and  the  teller  informed 
of  the  amount.     (Penna.) 

Checks,  or  drafts,  when  credited  as  cash,  will  only  be 
received  for  accoimt  of  the  depositor,  and  at  the  depositor's 
risk,  and  every  depositor  will  be  held  responsible  as  an  in- 
dorser  upon  all  checks,  or  drafts,  so  deposited.  The  num- 
ber of  the  deposit  book  must  be  noted  on  all  checks,  or 
drafts,  deposited  for  credit  therein.     (New  York.) 

Deposits  will  be  received  subject  to  such  conditions  as 
may  be  stipulated  by  the  treasurer. 

Each  depositor  is  required  to  sign  a  certificate  of  de- 
posit, of  which  the  following  is  a  copy:  We,  the  under- 
signed, have  (on  the  day  designated  by  the  date)  deposited 
in  the  Portsmouth  Savings  Bank,  the  amount  set  against 
our  signatures,  for  the  person  in  whose  name  a  book  of 
deposit  has  been  issued,  which  deposit  has  been  entered  on 
said  book;'  and  the  whole  or  any  portion  of  this  deposit 
may  be  withdrawn  by  the  person  who  may  present  the  said 
book,  and  give  a  receipt  therefor  to  the  bank.  And  we 
hereby  signify  our  assent  to  the  regulations  and  by-laws  of 
this  institution.     (Maine.) 

All  deposits  shall  be  made  in  specie,  or  funds  current 
at  the  banks  in  the  city  of  Utica,  and  all  payments  shall  be 
made  in  like  funds.     (New  York.) 

All  deposits  must  be  made  in  the  banking  rooms  to  be 
valid. 

The  first  deposit  must  remain  at  least  thirty  days  before 
withdrawal  will  be  permitted.      (New  York.) 

All  checks  for  deposit  must  remain  thirty  days. 

Withdrawals — Notice  or  Withdrawal. 

(a)  This  institution  will  as  a  rule  pay  all  depositors 
on  demand,  but  shall  not  be  liable  to  pay  any  money  to 
depositors  except  on  sixty  days'  previous  notice  in  writing 
to  the  treasurer.     The  intent  of  this  rule  being  solely  to 
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protect  the  institution  and  its  depositors  in  times  of  public 
excitement  and  danger.     (New  York.) 

(b)  No  money  shall  be  withdrawn  as  a  matter  of  right 
without  ninety  days'  previous  notice  to  the  bank,  in  writing, 
of  the  intention  to  withdraw  it;  o^  a  matter  of  indulgence, 
however,  the  officers  of  the  bank  may  allow  moneys  to  be 
withdrawn  without  such  notice  on  any  day  for  the  reception 
and  payment  of  deposits  without  thereby  waiving  the  right 
of  the  bank  to  such  notice,  and  time  of  pajmaent.  (New 
York.) 

(c)  No  depositor  shall  be  entitled  as  a  matter  of  right 
to  withdraw  more  than  $100  without  giving  such  time 
notice  to  the  treasurer  of  his  purpose  to  make  such  draft 
as  may  have  been  at  the  time  decided  by  the  trustees  as  ex- 
pedient, of  not  less  than  ten  nor  more  than  sixty  days. 

This  rule  is  enacted  for  prudential  reasons  to  protect 
the  interests  of  depositors.  As  a  matter  of  fact  the  treas- 
urer has  always  paid  depositors  on  demand,  without  re- 
quiring the  notice — without  prejudice,  however,  to  his  right 
to  require  it,  if,  in  the  judgment  of  the  officers  of  the  bank, 
the  occasion  calls  for  it. 

{d)     Notice  of  withdrawal  will  be  required  as  follows: 

For  sums  of  $25  and  less,  10  days. 

For  sums  of  $25  to  $100,  30  days. 

For  sums  over  $100,  60  days. 

{e)  Ten  days'  notice  of  withdrawal  may  be  required 
for  all  sums.  On  amounts  of  $100  and  over,  two  months* 
notice  will  be  required.  The  trustees  will  keep  a  fund  on 
hand  sufficient  to  meet  all  ordinary  demands,  and  the  notice 
will  be  enforced  only  to  protect  depositors.     (Ohio.) 

(/)  On  all  sums  from  $25  to  $500  sixty  days'  notice 
will  be  required.  When  the  notice  of  withdrawal  is  given, 
the  interest  mil  cease  from  the  first  day  of  the  quarter  in 
which  notice  is  given.     (Minn.) 

Interest  due  is  excepted  from  withdrawal  notice. 

(g)  No  money  shall  be  drawn  except  on  two  weeks' 
notice,  and  if  the  sum  proposed  to  be  drawn  exceed  two  hun- 
dred dollars,  one  week's  further  notice  must  be  given  for 
every  additional  hundred  dollars  or  fractional  part  thereof; 
and  for  all  sums  over  sixteen  hundred  dollars,  four  months' 
notice  will  be  required.  Notice  will  not  be  received  at  one 
time  for  the  drawing  of  more  than  one  amount,  and  a  sec- 
ond  notice   shall   be   considered    as    waiving   the   pending 
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notice.  Interest,  however,  will  be  paid  on  demand  at  any 
time  within  six  months  after  the  dividend  has  been  de- 
clared. On  giving  notice,  the  book  must  be  left  at  the  bank 
and  the  treasurer  informed  how  much  money  is  wanted; 
and  if  the  money  be  not  drawn  within  ten  days  after  the 
time  for  drawing  has  passed,  the  notice  will  be  considered 
as  withdrawn,  and  a  new  notice  will  be  required.  (Penna.) 
(h)  Withdrawals  may  be  made  (1)  personally ,  or 
(2)  by  order  in  writing  (if  the  bank  have  the  depositor's 
signature)  or  (3)  by  letters  of  attorney  duly  authenticated. 
In  case  of  death,  payment  will  be  made  to  the  (4)  legal 
representative.     (New  York.) 

Withdrawals — How  ;Made. 

(a)  Depositors  alone  shall  be  responsible  for  the  safe 
keeping  of  their  books.  And  all  payments  made  to  persons 
producing  the  deposit  books,  whether  with  or  without  an 
order  or  letter  of  attorney j  purporting  to  be  signed  by  the 
depositor,  shall  be  deemed  good  and  valid  payments  to 
depositors  respectively  and  shall  fully  discharge  the  institu- 
tion therefrom,  unless  notice  of  the  death  of  the  depositor 
shall  have  been  given  to  it.     (New  York.) 

{b)  Payment  may  be  made  to  depositors  in  person, 
or  to  their  attorneys,  or  on  the  written  order  of  either  of 
them;  and  shall  be  deemed  good  and  valid  when  made  to 
any  one  presenting  the  pass  book,  or  a  duplicate  thereof. 
(New  York.) 

(c)  Depositors  must  see  that  their  bank  books  are 
neither  lost  nor  stolen.  The  bank  will  use  all  care  in  the 
payment  of  moneys,  that  the  rightful  owners  shall  receive 
them;  yet  sums  paid  in  good  faith  to  a  person  presenting  the 
bank  book,  and  using  the  depositor's  signature,  shall  be 
deemed  valid,  and  shall  exonerate  the  bank  to  the  amount 
paid. 

{d)     The  bank  will  not  be  responsible  to  any  depositor  * 
for  frauds  committed  on  the  bank  by  producing  the  pass 
book  and  drawing  money  without  the  knowledge  or  consent 
of  the  owner. 

(e)  As  officers  of  the  institution  may  be  unable  to 
identify  every  depositor  transacting  business  at  the  office, 
the  institution  will  not  be  responsible  for  loss  sustained 
where  payment  has  been  made  upon  the  presentation  of  the 
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deposit  book.  In  all  cases  a  payment  upon  presentation  of 
a  deposit  book  shall  be  a  discharge  to  the  corporation  for  the 
amount  so  paid;  provided,  upon  satisfactory  proof  of  the 
loss  or  destruction  of  a  book,  the  board  of  investment  may 
order  the  payment  of  the  amount  due  without  the  book; 
and  provided  also,  if  they  think  proper,  they  may  require  a 
bond  to  indemnify  the  institution  therefor. 

(/)  The  possession  of  the  pass  book  shall  be  sufficient 
authority  to  the  bank  to  warrant  any  pajonent  made  and 
entered  in  it,  and  all  payments  made  to  persons  producing 
the  pass  book  shall  be  deemed  good  and  valid  pajonents  to 
the  depositors  respectively.  The  bank,  however,  xciU  always 
endeavor  to  prevent  frauds  on  the  depositors. 

Miscellaneous  Provisions  Concerning  Withdrawals. 

No  payments  of  less  than  five  dollars  will  be  made 
unless  to  close  the  account. 

If  not  called  for  within  one  week  after  the  expiration  of 
the  notice,  the  notice  will  have  no  effect. 

Persons  unable  to  write  must  be  identified. 

And  if  drawn  by  order  the  bearer  of  the  order  shall 
have  the  right  to  sign  the  name  of  the  depositor  to  the 
receipt  and  the  receipt  shall  be  as  binding  as  though  signed 
by  the  depositor.     (New  York.) 

The  secretary  shall  endeavor  to  prevent  fraud  but  pay- 
ments made  to  persons  presenting  the  pass  book  shall  be 
deemed  valid  payments  to  depositors. 

The  bank  will  use  its  best  efforts  to  prevent  fraud   *   *. 

Withdrawals  by  attorneys  in  fact,  and  orders  upon  the 
society  for  payments  in  withdrawal,  can  only  be  made  upon 
blanks  provided  by  the  society. 

No  deposit  will  be  paid  from  the  fifteenth  day  of  Feb- 
ruary to  the  first  day  of  March,  and  from  the  fifteenth  day 
of  August  to  the  first  day  of  September,  and  no  interest 
will  be  allowed  on  any  sums  withdrawn  for  the  time  which 
may  have  elapsed  since  the  last  dividend.     (Conn.) 

The  treasurer  is  authorized  to  pay  depositors  the  whole 
or  any  part  of  the  amount  of  their  deposits  and  dividc^ids, 
at  any  time  when  called  for,  reserving,  however,  the  right, 
to  the  board  of  investment,  should  the  interests  of  the  in- 
stitution require,  to  instruct  their  treasurer  to  pay  only  on 
the  first  Monday  of  February,  May,  August  and  Novem- 
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ber,  and  to  require  two  weeks'  notice  in  writing,  of  their  in- 
tention to  withdraw.     (Rhode  Island.) 

Drafts  by  Mail. 

Drafts  upon  the  bank,  sent  by  mail  or  otherwise,  will 
not  be  entitled  to  payment  unless  the  depositor's  book  is 
produced  and  the  depositor  sends  by  letter,  accompan)'ing 
the  draft,  correct  answers  to  the  questions  asked  when  the 
deposit  was  made  in  the  bank.  Upon  payment  in  cuirent 
funds  in  such  manner  as  the  said  depositor  may  in  such 
draft  or  letter  direct  all  responsibility  therefor  on  the  part 
of  the  bank  shall  cease. 

Joint  and  Trust  Accounts. 

(a)  Deposits  in  the  name  of  one  person  as  trustee  for 
another  may  be  withdrawn  by  such  trustee,  and  in  case  of 
death,  if  no  written  notice  of  the  existence  and  terms  of  a 
valid  trust  has  been  given  to  the  bank,  the  cestui  que  trust 
may  withdraw  the  deposit.      (Conn.) 

(6)  Every  deposit  made  by  one  person  for  the  benefit 
of  another  person  shall  be  expressed  to  be  ^Hn  trusf;  and 
no  deposit  shall  be  received,  or  be  expressed  to  be  received, 
from  one  person  '^hy'^  another  person,  or  by  one  person 
''for^'  another  person.  The  trustee,  or  his  legal  representa- 
tive or  successor,  shall  alone  be  entitled  to  receive  payment, 
and  his,  or  their,  receipt,  vA\h  the  production  of  the  deposit 
book,  will  be  a  full  discharge  to  the  society.     (Penna.) 

(c)  When  an  account  stands  in  the  names  of  two  per- 
sons as  co-depositors  who  have  authorized  the  addition  of 
the  words  "to  be  drawn  bv  either  or  the  survivor,"  or  other 
words  to  the  same  effect,  then  payment  to  either  depositor 
shall  be  a  full  and  valid  discharge  to  the  bank  whether  the 
other  co-depositor  be  living  or  dead.     (New  York.) 

{d)  No  account  shall  be  opened  in  the  names  of  more 
than  one  person  except  by  a  co-partnership,  trustees,  or 
man  and  wife.  Money  will  not  be  paid  to  agent  or  upon 
power  of  attorney  without  proof  that  the  principal  is  living. 

Married  Women  and  Minors. 

Deposits  of  married  women  cannot  be  drawn  out  by  their 
husbands. 
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Married  women  shall  be  allowed  to  deposit  and  with- 
draw as  if  unmarried. 

Deposits  made  by  married  women  or  minors  cannot  be 
drawn  by  husband,  father  or  guardian. 

Any  deposit  made  in  the  name  of  a  minor,  either  by 
himself  or  by  another,  for  his  benefit,  may  be  paid  to  such 
minor  without  the  intervention  of  a  guardian  and  any  such 
pajonent  shall  be  as  valid  and  effectual  as  though  made  to  a 
person  of  full  age. 

In  case  of  deposits  made  by  parent  for  infant,  payment 
may  be  made  to  either  parent  or  child  on  production  of 
pass  book. 

Money  may  be  deposited  by  any  person  for  the  benefit 
of  a  minor  and  not  to  be  withdrawn  until  the  minor  be- 
comes of  age  if  it  is  so  ordered  at  the  time  of  making  the 
deposit.     ( Ohio. ) 

Moneys  deposited  by  or  in  the  name  of  a  minor  may 
be  repaid  to  such  minor  (although  no  guardian  shall  have 
been  appointed  for  him),  on  his  personal  receipt  for  same, 
but  no  money  deposited  by  one  person  "in  trust"  for  an- 
other shall  be  paid  to  the  person  for  whom  it  is  in  trust, 
during  the  lifetime  of  the  trustee,  but  after  the  death  of 
said  trustee  it  may  be  so  paid.  Deposits,  when  made  in 
more  than  one  name  "payable  to  either  or  survivor"  may 
be  paid  to  either  of  the  depositors  named,  whether  the 
other  is  living  or  not. 

Lost  Pass  Books. 

(a)  If  a  savings  bank  book  be  accidentally  destroyed  or 
lost,  and  the  owner  makes  affidavit  of  that  fact  and  of  its 
circumstances,  and  gives  a  receipt  for  money  drawn  on 
such  account,  such  money  will  be  paid  unless  the  case  be 
such  as  to  afford  reasonable  ground  of  suspicion  or  fraud. 
In  all  cases  of  loss  or  destruction  of  any  savings  bank 
book,  any  officer  of  the  bank  may  require  a  bond,  with  suf- 
ficient sureties,  conditioned  to  indemnify  the  savings  bank 
from  loss  by  reason  of  making  such  payments,  before  the 
same  shall  be  made.     (New  York.) 

(6)  If  a  pass  book  is  lost,  the  depositor  should  imme- 
diately notify  the  bank,  and  if  after  a  reasonable  time  the 
book  is  not  found,  and  the  balance  thereon  is  not  over  ten 
dollars,  a  receipt  shall  be  taken  for  the  balance,  stating 
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that  the  pass  book  is  lost.  If  the  balance  due  on  the  book 
is  more  than  ten  dollars  and  not  exceeding  fifty  dollars, 
the  depositor  shall  make  an  aflSdavit  as  to  the  loss  of  the 
book  and  give  a  receipt  for  the  balance.  If  the  balance 
due  is  more  than  fifty  dollars,  the  depositor  shall  execute 
to  the  bank  a  bond  of  indemnity  for  twice  the  amount  of 
said  balance,  with  sureties  to  be  approved  by  the  officers 
of  the  bank.  In  all  cases  of  lost  books,  the  accounts  shall 
be  closed,  and  the  balance,  if  not  withdrawn,  shall  be  trans- 
ferred to  a  new  account,  under  another  number.  (New 
York.) 

(c)  If  a  depositor  shall  lose  his,  or  her,  deposit  book, 
immediate  notice  of  the  loss  must  be  given  at  the  office 
from  whence  the  book  was  issued,  and  a  new  book  will  be 
issued  to  the  depositor  upon  satisfactory  proof  of  identity, 
and  after  ike  depositor  shall  have  advertised  the  loss  of  the 
hook  in  one  daily  newspaper  published  in  the  city  of  Phila- 
delphia, and  after  the  depositor  shall  have  given  to  the  Soci- 
ety satisfactory  indemnity  against  any  loss  to  the  Society  in 
respect  of  the  book  so  lost.     (Penna.) 

(d)  In  case  of  the  loss  of  the  pass  book,  notice  there- 
of shall  be  given  at  the  depositor's  expense,  at  least  once  a 
week  for  four  successive  weeks,  in  one  or  more  of  the  daily 
newspapers  of  the  city  of  St.  Paul.  The  pass  book  may 
then  be  considered  void  and  of  no  value,  and  after  two 
weeks  have  passed  from  the  last  advertisement,  the  bank 
may  make  payments  without  having  the  pass  book  pro- 
duced. Adequate  indemnity  must,  however,  be  furnished 
the  bank  before  payments  are  made.     (jMinn.) 

(e)  In  case  of  the  loss  of  a  pass  book,  notice  thereof 
shall  be  given,  at  the  depositor's  expense,  once  a  week  for 
two  consecutive  weeks,  in  one  or  more  of  the  daily  news- 
papers of  the  City  of  New  York.  The  pass  book  may  then 
be  considered  void  and  of  no  value,  and  the  bank  may,  after 
two  weeks  have  passed  from  the  last  advertisement,  make 
payments  >vithout  having  the  pass  book  produced.  The 
bank  mav,  moreover,  demand  satisfactory  security.  (New 
York.) 

(/)  The  funding  committee  may  order  duplicate  books 
to  be  issued  for  lost  books,  under  suitable  regulations  for 
the  protection  of  the  bank  against  frauds  and  losses  there- 
by.    (New  York.) 
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Pass  Book  Regulations. 

Books  must  be  presented  at  the  bank  at  least  once  each 
year,  for  entry  of  interest. 

Books  must  be  surrendered  when  all  the  money  is  with- 
drawn. 

Keep  this  book  in  good  order;  do  not  fold  or  roll  it. 
If  lost  or  mislaid,  give  immediate  notice  to  the  bank. 

Transfer  or  Pass  Books. 

(a)  No  transfer  of  pass  books  shall  be  binding  upon 
the  bank  unless  approved  by  the  treasurer  and  such  ap- 
proval endorsed  on  the  pass  book. 

(&)  No  transfer  or  assignment  of  a  deposit,  or  any 
part  thereof,  will  be  recognized  by  the  society.     (Ohio.) 

(c)  Transfer  of  pass  books  shall  only  be  valid  when 
entered  on  the  books  of  the  bank  and  on  the  pas^  book, 
which  must  be  presented  for  that  purpose  by  the  original 
depositor,  accompanied  by  the  person  to  whom  the  depos- 
itor desires  to  make  the  transfer. 

(d)  No  assignment  of  such  bank  book  shall  be  made 
to  any  other  person.  To  render  any  transfer  of  such  money 
effectual,  the  money  must  be  withdrawn  by  depositor  and 
receipted  for  in  the  regular  way. 

{e)  No  gift,  assignment,  or  traiisfer  of  the  whole*  or 
any  part,  of  the  amount  due  a  depositor  shall  be  valid,  im- 
less  such  gift,  assignment,  or  transfer  be  made  in  writing 
signed  by  the  depositor  and  duly  acknowledged  or  proved 
before  an  officer  legally  authorized  to  take  acknowledge- 
ments or  proofs  of  deeds.  No  gift  in  contemplation  of 
death  shall  be  made  in  any  such  manner  as  to  prevent  the 
bank  from  discharging  itself  of  all  liability  by  payment 
to  the  executor  or  administrator  of  the  deceased  depositor. 

(/•)  No  assignment  of  any  depositor's  account  will  be 
recognized  by  this  bank  unless  notice  in  writing  of  the  same 
is  given  the  bank  and  its  assent  thereto  entered  in  depos- 
itor's book.     (Washington.) 

Undesirable  Accounts. 

(a)  Under  direction  of  the  finance  committee,  any 
account  may  be  closed  or  deposits  refused,  by  giving  one 
month's  notice  of  the  same.     (Minn.) 


THE  BY-LAWS  171 

(b)  Any  account  may  be  closed  by  giving  one  month's 
notice,  after  which  interest  ceases.     (New  York.) 

(c)  Deposits  may  be  returned  at  the  pleasure  of  the 
board. 

(d)  The  trustees  shall  be  at  liberty  to  refuse  to  receive 
any  deposit  at  their  pleasure. 

(e)  The  officers  of  the  bank  are  authorized  to  close 
the  account,  or  to  refuse  to  receive  the  deposits  of  any  indi- 
vidual, whenever  they  may  deem  it  expedient,  and  the 
board  of  trustees  shall  be  at  hberty  to  return  the  amoimt 
of  all  or  any  part  of  the  deposits,  on  giving  one  month's 
previous  notice  of  their  intention  to  do  so.  All  notices  re- 
lating to  deposits  or  depositors,  published  daily  for  one 
week,  by  order  of  the  board  of  trustees,  in  one  or  more  of 
the  public  newspapers  printed  in  the  Borough  of  Brook- 
lyn, shall  be  deemed  and  taken  for  all  purposes  as  actual 
notice  to  each  depositor.     (New  York.) 

(/)  This  bank  may  refuse  to  receive  a  deposit  and 
may  return  the  whole  or  any  part  of  any  deposit.  The  in- 
terest on  any  deposit  will  cease  upon  giving  to  the  depos- 
itor personal  notice  or  such  other  notice  as  may  be  provideJ 
for  by  the  rules  and  regulations  of  this  bank.  The  bank 
may  retain  any  pass  book  and  issue  a  new  pass  book  in 
place  thereof;  but  in  such  case  the  pass  book  so  retained 
shall  not  be  destroyed,  nor  shall  any  alteration  be  made 
therein,  but  the  same  shall  be  preserved  and  be  subject  to 
the  reasonable  inspection  of  any  person  interested  therein, 
(New  York.) 

Dormant  Accounts. 

(a)  All  accounts  on  which  no  deposit  or  draft  shall 
have  been  made  for  twenty-two  years  shall  cease  to  be  en- 
titled to  any  further  interest  after  twenty-two  years  ftom 
the  last  deposit  or  draft.     (New  York.) 

(b)  All  accounts  on  which  no  deposit  or  draft  shall 
have  been  made  for  twenty  years  shall  cease  to  draw  inter- 
est, except  endowments  for  children  and  others. 

(c)  All  accounts  on  which  no  deposit  or  draft  shall 
have  been  made  for  sice  years  shall  be  suspended. 

(d)  After  ten  years  *  *  ♦  shall  cease  to  be  en- 
titled  to  interest   unless   by   special   agreement    *    *    * 
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(e)  Accounts  of  depositors  whose  pass  books  have 
been  presented  at  the  bank  for  the  entry  of  interest  within 
the  period  of  twenty-two  years,  shall  not  be  deemed  dor- 
mant. 

(/)  The  board  of  trustees  may  discontinue  interest  on 
accounts  of  depositors  on  which  no  deposit  or  draft  has 
been  made  for  twenty  successive  years,  nor  shall  any  divi- 
dend be  declared  or  any  interest  be  credited  upon  any  dor^ 
mant  account;  that  is  an  account  in  which  no  entry  of  de- 
posit or  withdrawal  shall  have  been  made  for  a  period  of 
twenty- two  successive  years;  nor  shall  the  deposit  or  with- 
drawal of  any  amount  from  such  account  after  the  expi- 
ration of  twenty-two  successive  years  require  the  credit  of 
any  interest  for  any  period  of  time  prior  to  the  date  at 
which  such  entry  or  withdrawal  takes  place ;  but  *  where 
such  deposit  or  withdrawal  is  made  after  the  expiration  of 
a  period  of  twenty-two  successive  years,  dividends  shall  he 
declared  on  and  interest  shall  be  credited  to  the  account 
subject  to  all  the  provisions  of  these  by-laws,  in  the  same 
way  as  if  such  account  had  been  opened  at  the  date  at 
which  such  last  mentioned  deposit  or  withdrawal  may  be 
made.     (Xew  York.) 

Intekest. 
When  Interest  Is  to  Be  Credited. 

(a)  The  board  of  trustees  shall,  by  resolution,  order 
to  be  credited  to  depositors  on  the  first  days  of  January 
and  July  in  each  and  every  year,  payable  to  them  on  or 
after  the  twentieth  day  of  said  month  (unless  the  same 
shall  fall  on  Sunday  or  a  legal  holiday,  in  which  case,  then 
the  next  succeeding  day  on  which  the  bank  shall  be  open 
for  the  transaction  of  business)  such  rate  of  interest,  in 
conformity  with  law,  as  the  earnings  of  the  bank  may  jus- 
tify, on  all  sums  of  five  dollars  and  upwards,  which  shall 
have  been  on  deposit  for  the  six  months  next  preceding  the 
period  at  which  such  interest  shall  be  credited ;  and  the  same 
rate  of  interest  on  such  sums,  as  shall  in  like  manner  have 
remained  on  deposit  for  three  months  next  previous  to  the 
aforesaid  time;  and  interest  may  also  be  allowed  for  the 
full  terms  above  named,  on  deposits  made  not  later  than 
the  tenth  day  of  January  and  July  or  the  third  day  of 
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April  or  October;  but  no  interest  shall  be  allowed  on  any 
sum  withdrawn  previous  to  the  first  day  of  January  and 
July,  for  the  period  which  shall  have  elapsed  since  the  last 
di>4dend;  nor  shall  interest  be  paid  on  the  fractional  parts 
of  a  dollar.     (New  York.) 

(b)  The  board  of  trustees  will  semi-annually  apportion 
to  all  depositors  a  dividend  of  all  the  earnings  of  the  institu- 
tion; reserving  only  such  portion  as  in  their  judgment  pru- 
dent management  would  require  as  a  guarantee  fund,  as  pro- 
vided by  statute.  Such  dividends  shall  be  payable  to  de- 
positors on  the  first  Mondays  of  April  and  October  in  each 
year.  In  making  such  dividends  of  net  earnings,  the  trus- 
tees reserve  the  light  to  discriminate  in  favor  o^  depositors 
of  sums  not  exceeding  one  thousand  dollars,  by  paying  a 
rate  of  dividend  not  exceeding  one  per  cent,  per  annimi 
higher  than  to  depositors  of  larger  sums. 

(c)  All  moneys  deposited  on  the  first  day  of  any 
month  shall  draw  interest  from  the  date  of  such  deposit. 
All  deposits  made  during  any  month  after  the  first  day 
thereof  shall  draw  interest  from  the  first  day  of  the  succeed- 
ing month,  excepting  that  deposits  may  be  taken  during  the 
first  ten  days  of  April  and  October  and  during  the  first 
three  days  of  other  months,  to  draw  interest  from  the  first 
days  of  those  months  respectively. 

{d)  At  whatever  time  money  may  be  drawn  out,  in- 
terest thereon  shall  be  credited  only  to  the  last  previous  div- 
idend day.  All  interest  not  drawn  out  will  be  added  to  the 
principal,  and  \n\\  draw  interest  from  date  of  the  dividend 
crediting  it.     (New  York.) 

{e)  Interest  is  estimated  by  calendar  months.  No  in- 
terest is  allowed  upon  any  sum  withdrawn  before  the  end 
of  the  month  following  the  date  of  its  deposit  excepting 
deposits  made  on  or  before  the  twenty-first  day  of  Janu- 
ary, or  on  or  before  the  fifth  day  of  any  other  month,  which 
vdW  receive  interest  from  the  first  day  of  the  month  in 
which  such  deposit  is  made;  and  excepting  also,  that  after  a 
deposit  has  remained  undrawn  more  than  one  calendar 
month,  and  is  withdrawn  on  or  after  the  sixteenth  day,  but 
before  the  last  day,  of  the  month  following,  it  will  receive 
interest  for  one  month  and  a  half;  and  if  the  deposit  is  not 
withdrawn  before  the  first  dav  of  the  next  month,  it  will 
receive  interest  to  the  day  preceding  such  first  day.  (Penn.) 
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(/)  After  the  first  day  of  February  in  each  year,  every 
deport  hook  shall  he  presented  at  the  office^  or  agency, 
from  whence  issued,  and  when  so  presented,  interest  as  ac- 
crued to  the  thirty-first  day  of  December  of  the  preceding 
year  will,  at  the  depositor's  option,  either  be  credited  as  an 
addition  to  the  principal,  or  will  be  paid  to  the  depositor. 
(Penn.) 

{g)  All  dividends  not  called  for  within  three  months 
after  being  declared  shall  be  added  to  the  principal  of  the 
depositor,  and  draw  interest  from  the  time  they  were  de- 
clared at  the  same  rate  as  the  principal.     (New  York.) 

(h)  Interest  shall  be  credited  for  such  time  as  it  shall 
have  been  pn  deposit^  but  no  interest  shall  be  paid  for  frac- 
tional parts  of  a  month,  nor  for  fractional  parts  of  a  dollar. 

(i)  No  interest  will  be  entered  upon  the  book  imtil 
after  the  first  days  of  February  and  August. 

(j)  Interest  not  withdrawn  will  be  added  to  the  prin- 
cipal. 

(k)  Interest  will  be  forfeited  if  money  is  withdrawn 
before  the  first  days  of  January  and  July. 

(l)  Depositors  shall  share  their  just  proportion  of  all 
dividends  that  may  be  declared.     (Conn.) 

I 

Accounts  of  Deceased  Persons. 

(a)  Upon  the  death  of  any  depositor  his  deposit  shall 
be  paid  to  his  legal  representative,  but  if  the  simi  shall  not 
exceed  one  hundred  dollars  the  same  may  be  paid  to  the 
husband,  widow  or  next  of  kin  at  the  discretion  of  the  treas- 
urer, without  any  letter  of  administration,  and  such  pay- 
ment shall  discharge  the  corporation.     (Mass.) 

(&)  The  amount  due  on  any  account  shall  be  payable 
to  the  depositor,  his  or  her  order,  or  his  or  her  administrat- 
or, executor,  or  assign,  except  where  special  arrangements 
shall  be  made  otherwise  by  the  depositor,  or  by  the  terms 
of  any  order  of  court.  In  the  event  of  the  death  of  any 
depositor,  the  bank  may,  if  it  sees  fit,  pay  any  sum  to  the 
credit  of  such  depositor  direct  to  his  or  her  heirs,  without 
requiring  the  appointment  of  any  administrator  or  execu- 
tor, and  such  payment  shall  discharge  the  bank:  but  be- 
fore making  such  payment,  the  bank  may  require  from  such 
heir  or  heirs  such  indemnity,  as  the  bank  may  deem  satis- 
factory.    ( Washington. ) 
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(c)  If  any  depositor  shall  die  without  heirs,  any  bal- 
ance to  the  credit  of  such  depositor  not  otherwise  disposed 
of  by  decedent  shall  not  escheat  to  the  State,  but  shall  be- 
long to  the  bank,  and  be  carried  into  its  reserve  for  the 
greater  protection  and  security  of  the  savings  depositors  of 
the  bank.     (Washington.) 

{d)  Upon  the  death  of  any  depositor,  the  money 
standing  to  his  credit  shall  be  paid  to  liis  legatee,  or  heir- 
at-law,  or  legal  representative  conformably  to  the  laws  of 
the  State;  and,  if  the  sum  shall  be  under  fifty  dollars,  the 
same  may  be  paid  to  the  legatee,  or  next  of  kin,  or  legal 
representative,  without  the  expense  of  any  probate  of  will 
or  letter  of  administration,  and  it  is  agreed  that  such  pay- 
ment shall  discharge  the  corporation.     (Mass.) 

{e)  After  the  decease  of  any  depositor  and  on  notice 
to  the  institution  of  said  decease  the  amount  standing  to 
the  credit  of  deceased  shall  be  payable  to  his  or  her  legal 
representative,  except  in  the  case  of  an  account  in  trust  for 
another;  in  the  event  of  the  death  of  the  trustee,  the  total 
amount  to  the  credit  of  the  deceased  shall  be  payable  to  the 
person  for  whom  the  deposit  was  made — unless  other  fur- 
ther notice  of  the  existence  and  terms  of  a  legal  and  valid 
trust  shall  have  been  given  in  writing  to  the  institution — 
and  in  the  event  of  the  death  of  the  trustee  and  the  person 
for  whom  said  deposit  was  made,  the  amount  thereof  shall 
be  payable  to  the  legal  representative  of  such  person. 

(/)  Any  depositor,  with  the  consent  of  the  board  of 
trustees,  may  designate  in  writing  the  time  the  sum  depos- 
ited by  him  shall  remain  in  the  bank  and  the  person  to 
whom  the  deposit  and  dividends  thereon  shall  be  payable, 
and  may  prescribe  any  other  special  conditions  of  deposit, 
which  directions  and  conditions  shall  be  observed  by  the 
bank  and  shall  be  binding  on  the  depositor  and  his  legal 
representatives.     ( Maine. ) 

iff)  Upon  the  death  of  any  depositor,  should  the 
amount  standing  to  the  credit  of  such  depositor  be  less  than 
one  hundred  dollars,  it  may  be  paid  to  the  legal  heirs  with- 
out expense  of  probate,  and  it  is  agreed  such  payment  shall 
discharge  the  corporation.     (Maine.) 

(h)  Any  balance  to  the  credit  of  deceased  depositors, 
not  exceeding  two  hundred  and  fifty  dollars,  may  in  the 
discretion  of  the  president  or  treasurer  be  paid  to  his,  or 
her,  next  of  kjn,  without  requiring  them  to  take  out  letters 
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of  administration^  upon  delivery  to  the  bank  of  an  indem- 
nity bond,  the  fonn  and  amount  of  such  bond  to  be  ap- 
proved by  the  president  or  treasurer  of  the  bank.  (New 
York.) 

(i)  A  book  shall  be  kept  at  each  office,  or  agency,  of 
the  society,  in  which  every  depositor  shall  be  at  liberty  to 
appoint  some  person,  or  persons,  to  whom,  in  the  event  of 
his,  or  her  death,  the  money  shall  be  paid,  if  not  otherwise 
disposed  of  by  will.     (Penn.) 

Society  Accounts. 

• 

(a)  Deposits  may  be  made  by  any  person  as  trustee 
for  the  benefit  of  another,  or  of  any  unincorporated  society 
or  association,  at  the  discretion  of  the  treasurer.  In  all  such 
cases  the  deposit  shall  be  made  in  the  name  of  the  trustee 
"in  trust  for"  such  person,  society  or  association.  Said 
trustee,  or  his  successor,  shall  alone  be  entitled  to  receive 
payments,  and  his  receipt,  with  the  production  of  the  book, 
shall  be  a  sufficient  discharge.  Provided,  however,  that  in 
case  of  deposits  for  the  benefit  of  another  person,  the  cor- 
poration may,  at  their  discretion,  by  a  vote  of  the  execu- 
tive committee,  make  pajnment  to  such  person  on  the  pro- 
duction of  the  book,  which  payment  shall  also  be  a  suffi- 
cient discharge.  And  provided,  further,  that  in  case  of  de- 
posits for  the  benefit  of  any  unincorporated  society  or  as- 
sociation, a  certificate  signed  by  the  secretary  and  under  the 
seal  of  such  society  or  association,  that  a  new  trustee  has 
been  appointed,  shall  be  sufficient  evidence  of  such  appoint- 
ment, and  a  payment  to  such  new  trustee  shall  be  a  suffi- 
cient discharge.     (Penn.) 

(&)  Deposits  b-y,  or  on  behalf  of,  any  imincorporated 
society,  or  association,  shall  be  made  only  in  the  name  of 
some  person,  or  persons,  ''in  trust  for''  such  society  or  as- 
sociation; and  in  every  such  case,  the  trustee,  or  trustees, 
only  will  be  entitled  to  receive  payment,  and  his,  or  their, 
receipt,  with  the  production  of  the  deposit  book,  will  be  a 
full  discharge  to  the  society.  If  the  society,  or  association, 
in  trust  for  whom  the  deposit  has  been  made  shall  appoint 
a  new  trustee,  or  trustees,  such  appointment  mu^t.  be  made 
according  to  law,  and  written  notice  thereof  fded  with  the 
society.     ( Penn. ) 
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Checks  on  Depositoky  Banks. 

(fl)  All  checks  shall  be  signed  by  the  treasurer  or  pres- 
ident and  countersigned  hy  a  teller. 

{h)  All  checks  shall  be  drawn  by  the  president  or  treas- 
urer or  secretary  and  every  check  shall  be  made  payable  to 
or  specialized  by  endorsement  to  the  parties  entitled  to  re- 
ceive  the  same. 

(c)  All  checks,  drafts  or  orders  for  the  payment  of 
moneys  by  the  institution,  shall  be  drawn  by  the  treasurer 
and  countersigned  by  the  president,  and  made  payable  to 
the  order  of  the  person  in  whose  favor  the  same  may  be 
drawn.     (New  York.) 

{d)  All  checks  or  drafts  for  the  sum  of  $3,500  or  over 
shall  be  signed  by  two  of  the  following  officers,  viz.:  The 
president,  the  treasurer  and  the  assistant  treasurer.  In 
case,  however,  of  the  absence  from  the  city  or  disqualifica- 
tion of  the  above  officers,  or  any  of  them,  the  board  of  trus- 
tees; or,  during  the  interwil  between  the  meetings  of  such 
board,  the  executive  committee  may,  by  resolution  duly 
passed  and  entered  in  the  minutes,  temporarily  authorize 
other  officials  or  employees  of  the  bank  to  so  sign.  (New 
York.) 

{e)  All  checks  shall  be  drawn  by  the  treasurer  or  sec- 
retary, coimtersigned  by  the  president;  or,  in  case  of  his 
absence,  by  a  vice-president,  or  by  a  trustee.  In  the  ab- 
sence of  the  treasurer  and  secretary ,  checks  may  be  drawn 
by  a  member  of  the  funding  committee,  and  countersigned 
by  the  president,  vice-president  or  a  trustee.  All  checks 
when  signed  shall  be  made  payable  to  the  order  of  the 
party  entitled  to  receive  the  money,  except  that  in  case  of 
mortgage  loans,  the  check  may  be  made  payable  to  the  or- 
der of  the  attorney  of  the  bank. 

Examinations  and  Audits. 

(a)  The  judges  of  the  District  Court  for  the  county 
of  Allegheny  may,  at  any  time,  on  the  application  of  two 
trustees,  or  three  depositors  in  said  corporation,  and  on 
reasonable  cause  shown  therefor,  to  the  satisfaction  of  said 
Court,  appoint  two  or  more  persons  to  examine  into  the  in- 
vestments thereof,  and  its  affairs  and  business  generally. 
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The  books,  papers  and  business  of  said  corporation  shall  be 
open  and  subject  to  the  examination  of  such  persons;  and 
the  trustees,  oflScers  and  clerks  thereof,  or  any  other  per- 
son, may  be  examined  on  oath  by  such  persons;  and  the 
said  Court  may  confer  such  other  powers  on  the  persons  so 
appointed  as  they  may  consider  necessary  for  more  thor- 
ough and  perfect  protection.     (Penn.) 

(6)  The  trurStees  shall  have  the  entire  supervision  and 
management  of  the  affairs  of  the  institution,  except  as 
otherwise  provided  by  these  by-laws;  they  shall,  in  the  ex- 
ercise of  their  best  judgment,  see  that  the  funds  of  the  cor- 
poration are  safely  invested  according  to  law.  It  shall  he 
their  duty  at  least  twice  each  year  to  make  an  examination 
of  the  affairs  of  the  hank  and  of  its  assets  and  settle  the 
account  of  the  treasurer.     (New  York.) 

(c)  The  auditing  committee,  consisting  of  three  mem- 
bers, shall  examine  all  funds,  securities  and  property  of  the 
institution  monthly,  or  oftener,  at  the  option  of  the  com- 
mittee; they  shall  have  power  to  employ  experts  to  make 
or  assist  in  making  examinations,  and  shall  report  at  each 
regular  meeting  of  the  board  of  managers.     (New  York.) 

Common  Seal. 

(a)  There  shall  be  a  common  seal,  to  be  kept  in  the 
bank  under  the  charge  of  the  president,  and  to  be  used 
only  by  authority  of  the  board  of  trustees,  or  as  hereafter 
provided. 

(&)  The  corporate  seal  of  this  bank  shall  consist  of  a 
circular  design  having  in  the  center  a  picture  of  the  pres- 
ent banking  house  with  the  word  "Economy"  below  the 
same,  and  in  a  circular  band  about  said  picture  or  design 
the  following  inscription:  "Albany  Savings  Bank — Incor- 
porated 1820."  The  above  to  be  cut  in  metal  in  such  a  way 
as  to  give  a  clear  impression  of  the  entire  design  upon  any 
instrument  to  which  it  may  be  affixed.     (New  York.) 

MISCELLANEOUS  PROVISIONS. 

Expenses  and  Supplies. 

No  bill  for  expenses  or  supplies  shall  be  paid  unless  in 
pursuance  of  a  resolution  of  the  board,  until  the  same  shall 
have  been  audited  by  the  president  or  treasurer. 
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Tax  Receipts. 

Receipts  for  taxes  arid  assessments  upon  property  mort- 
gaged to  the  bank  must  be  shown  at  the  time  of  payment 
of  the  December  interest. 

Securities  of  the  Bank. 

The  securities  of  the  bank  shall  be  kept  under  the  cha  rge 
of  the  president,  treasurer  and  secretary,  in  the  safe  or  vault, 
and  access  to  the  same  shall  only  be  had  by  the  president, 
the  treasurer,  the  secretary,  the  examining  committee  and 
the  funding  committee,  except  by  special  vote  of  the  board 
of  trustees.     (New  York.) 

Publication  of  By-laws  and  Where  Obtained. 

The  by-laws  and  regulations,  defining  the  rights  and 
duties  of  the  depositors,  shall  be  exhibited  in  the  bank  and 
copies  thereof  may  be  obtained  from  any  of  the  officers  of 
the  bank,  and  such  by-laws  shall  be  incorporated  in  the  pass 
book  of  the  depositor.  Whenever  any  alteration  or  amend- 
ment to  these  bv-laws  shall  be  made  which  in  any  way  af- 
fects  the  rights  of  the  depositors,  the  bank  shall  publish  in 
one  or  more  of  the  daily  newspapers  of  the  Borough  of 
Brooklyn  a  notice  thereof,  and  state  that  a  copy  of  the 
by-laws  as  amended  can  be  obtained  by  calling  at  the  office 
of  the  bank.     (New  York.) 

Transfers  of  Stocks  and  Bonds,  Etc. 

(a)  All  transfers  of  stocks,  releases,  satisfactions,  as- 
signments, etc.,  shall  be  signed  by  the  president  and  coun- 
tersigned by  the  secretary,  but  no  transfer  beyond  $5,000 
shall  be  made  wthout  authority  of  the  board  of  trustees. 

(6)  No  transfer  of  securities,  or  assignment  of  any 
mortgage  shall  be  made  except  by  authority  of  the  board 
of  trustees,  regularly  recorded  on  the  minutes  of  the  bank. 
Such  transfers  shall  be  made  by  the  president  or  one  of  the 
vice-presidents. 

Transfer  of  Mortgages. 

{a)  Every  satisfaction  piece  or  assignment  of  any 
mortgage  or  security  held  by  this  bank,  every  conveyance 
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of  its  real  estatCj  release  of  any  part  of  any  real  estate  cov- 
ered by  a  mortgage  held  by  it  and  every  extension  or  mod- 
ification of  any  mortgage  held  by  it,  shall  be  executed  by 
either  the  president  or  treasurer,  and  by  no  other  officer  or 
employee. 

{b)  In  no  case  shall  a  mortgage  be  assigned  unless  by 
special  authority  of  the  board  of  trustees. 

Investments. 

(a)  The  investing  committee  shall  have  the  disposal  of 
all  the  money  of  the  bank  and  make  investments.  No  loan 
shall  be  made  on  property  but  such  as  is  actvxdly  product- 
ivCj  or  which  it  is  estimated  by  the  committee  will  yield, 
exclusive  of  all  other  charges,  an  amount  annually  above 
the  interest  on  the  money  loaned.     (North  Carolina.) 

(6)  No  investment  shall  be  made  without  the  consent 
of  the  president  and  the  objection  of  any  one  of  the  com- 
mittee present  shall  prevent  the  investment.  (North  Car- 
olina. ) 

(c)  No  loan  that  has  been  rejected  shall  be  reconsid- 
ered without  the  consent  of  the  trustees  objecting  thereto. 
(New  York.) 

Deposits  in  Other  Banks. 

(a)  Deposits  in  other  institutions  must  be  made  by 
vote  of  a  majority  of  the  board. 

(&)  All  deposits  in  other  banks  shall  be  in  the  name 
of  the  bank. 

Application  for  Loans. 

All  applications  for  loans  on  real  estate  shall  be  in  writ- 
ing, and  shall  state  the  location,  boundaries  and  value  of 
the  same,  together  with  such  other  information  as  shall  en- 
able the  board  to  form  a  reasonable  estimate  of  its  value; 
and  all  expense  of  searches,  drawing  of  papers,  and  exam- 
ination of  premises,  shall  be  borne  by  the  party  asking 
the  loan. 
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Repeal  of  Existing  By-laws  and  Amendments. 

(a)  Amendments  shall  be  binding  from  the  time  of 
their  adoption. 

(6)     Amendments  shall  be  binding  when  published. 

(c)  No  alteration  shall  be  made  in  the  by-laws  of  the 
bank  unless  a  notice  specifying  the  proposed  alteration 
shall  have  been  given  at  the  previous  regular  meeting  and 
entered  in  the  minutes  of  the  board,  and  a  like  statement 
shall  be  made  in  the  notice  mailed  to  the  trustees  of  the 
meeting  at  which  the  alteration  shall  be  acted  upon.  (New 
York.) 

{d)  No  alteration  of  these  by-laws  shall  be  valid  im- 
less  at  least  nine  trustees  shall  vote  in  favor  thereof.  For 
such  purpose  the  motion  for  such  amendments  must  have 
been  made  at  a  previous  stated  meeting  of  the  board  of 
trustees  and  a  special  written  notice  of  the  object  of  the 
meeting,  at  which  the  same  may  be  considered,  shall  be 
given.     (New  York.) 

{e)  No  by-laws  shall  be  altered  or  repealed,  nor  shall 
any  new  by-law  be  made,  unless  a  majority  of  the  whole 
number  of  trustees  be  present,  and  the  alteration,  repeal,  or 
new  by-law,  as  the  case  may  be,  shall  have  been  proposed 
at  a  previous  meeting  of  the  board. 

(/)  The  trustees  may,  at  any  regular  meeting,  or  at  a 
special  meeting  called  for  that  purpose,  make  such  further 
regulations  or  by-laws  or  alterations  of  those  already  made, 
as  they  may  deem  necessary,  provided  notice  of  the  inten- 
tion to  alter  or  enlarge  the  by-laws  shall  have  been 
given  at  the  next  preceding  regular  meeting  of  the  trus- 
tees or  at  a  special  meeting  called  for  that  purpose;  pro- 
vided, that  the  said  action  of  the  trustees  shall  be  laid  be- 
fore the  corporation  at  their  next  meeting  for  their  appro- 
bation or  rejection.  All  such  regulations  and  by-laws  and 
alterations  shall  be  equally  binding  on  all  depositors  as 
those  bv  them  subscribed,  after  the  same  shall  have  been 
duly  made  known  to  them,  or  until  their  rejection  by  the 
corporation. 

Notice  to  Depositors. 

Publication  of  notices  affecting  depositors  printed  in  a 
public  newspaper  circulating  in  the  vicinity  of  the  bank  for 
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three  weeks  consecutively  and  posted  in  the  hanking  room, 
shall  be  notice  to  all.  Or,  a  letter  addressed  as  per  the  ad- 
dress given  on  the  signature  book,  shall  be  deemed  actual 
notice  to  each  depositor  in  person. 

(Time  varies  from  six  days  to  one  month.) 

MODEL  SET  OF  BY-LAWS.* 


Trustees, 
Number. 

Monthly 
meetings. 

Annual 
meeting. 

Special 
meetings. 


Quorum. 


Attendance. 


Vacancies. 


EUection. 
President. 
1st  and  2d 
Vice-Presi 

dents. 
Recording 
Secretary 
of  the  Board. 

Secretary. 


Treasurer. 

Counsel. 

Assistant 
Treasurer. 

Vacancies. 


Duties  of 

officers. 

President. 


ARTICLE  I. 

TRUSTEES. 

Section  1.  The  Board  of  Trustees  shall  consist  of  twenty 
members. 

§  2.  The  Monthly  Meetings  of  the  Board  of  Trustees  shall  be 
held  on  the  third  Wednesday  of  each  month. 

The  Annual  Meeting  shall  be  the  regular  meeting  held  in  De- 
cembcr  of  each  vear. 

Special  Meetings  may  be  called  by  the  President,  or  In  his 
absence  by  one  of  the  Vice-Presidents,  upon  a  written  request  of 
live  or  more  Trustees. 

Seven  Trustees,  provided  the  President  or  one  of  the  Vice- 
Presidents  be  among  the  number,  shall  constitute  a  quorum  for 
the  transaction  of  business. 

9  3.  If  any  Trustee  shall  fail  to  attend  the  meeting  of  the 
Board,  or  to  perform  any  of  the  duties  devolving  upon  him  as 
such  l>ustee,  for  six  successive  months  without  having  been  pre- 
viously excused  by  the  Board,  the  office  of  such  Trustee  shall 
tiiereupon  immediately  become  vacant. 

§  4.  No  election  for  Trustees  to  ftll  a  vacancy  shall  be  held 
unless  a  nomination  therefor  shall  have  been  made  at  a  regular 
meeting  one  month  previous  to  the  election,  and  no  person  shall 
be  eligible  for  election  as  Trustee  unless  his  name  shall  have  been 
so  placed  in  nomination. 

ARTICLE  II. 

EI.ECT10K  OF  OFFICERS,  ETC. 

Secttox  1.  At  the  Annual  Meeting  there  shall  be  an  election, 
by  ballot,  for  a  President,  First  and  Second  ViCE-PREsmEMTS, 
and  a  Recording  Secretary  of  the  Board,  whose  term  of  office 
shall  commence  on  the  first  day  of  January  following. 

9  2,  There  may  be  elected  at  the  Annual  Meeting  a  Secretary, 
Treasurer,  and  also  an  Attorney  and  Counsel,  who  shall  not  6« 
a  Trustee,  and  such  other  persons  as  may  be  required  for  the 
transaction  of  the  business  of  the  Institution,  who  shall  hold  their 
offices  during  the  pleasure  of  the  Bx>«rd  of  Trustees. 

§  3.  An  Assistant  Treasurer  may  be  elected  when,  in  the 
judgment  of  the  Board,  such  appointment  would  be  to  the  in- 
terest of  the  bank. 

I  4.  A  vacancy  occurring  in  any  of  the  aforesaid  offices  may 
be  filled  by  the  Board  at  any  regijlar  meeting  or  at  u  special 
meeting  called  for  the  purpose. 

ARTICLE  III. 

POWERS  AND   DUTIES  OF  OFFICERS. 

Section  1.  The  President  shall  have  a  ^neral  supervision 
and  direction  of  the  business  of  the  bank,  subject  to  such  action 


•By  courtesy  of  the  late  Col.  C.  E.  Sprague,  president  Union  Dime  Savings 
Bank,  New  York. 


THE  BY-LAWS  IBS 

•nd  regulations  as  may   from  time  to  time  be  adopted  by  the 
Board  of  Trustees. 

He  shall,  in  conjunction  with  the  Treasurer,  have  charge  of 
the  common  seal,  also  of  all  bonds  and  mortgages,  stocks,  se- 
curities and  other  property  belonging  to  or  held  by  the  bank. 

All  satisfactions  of  mortgages,  releases  and  conveyances  shall 
be  signed  by  the  President  or  one  of  the  Vice-Presidents  and 
Secretary  or  Treasurer. 

He  shall  preside  at  all  meetings  of  the  Board  of  Trustees, 
•nd  appoint  all  committees,  unless  otherwise  ordered,  and  shall 
perform  such  other  duties  as  usually  devolve  on  the  chief  execu- 
tive officer  of  like  institutions. 

f  2.    It  shall  be  the  duty  of  the  First  Vice-President  to  con-   First  Vice- 
suit  and  advise  with  the  President  in  all  matters  and  affairs  of   President. 
the  bank,  to  assist  the  President  in  the  di.scharge  of  his  duties, 
and  to  perform  all  the  duties  of  the  President  in  his  absence  or 
inability  to  act,  and  in  concurrence  with  the  President,  to  have 
a  general  oversight  of  all  the  business  and  affairs  of  the  bank. 

S  3.    It    shall    be    the    duty    of    the    Second    Vice-President,   Second  Vice- 
whenever  requested  by  the  President  or  First  Vice-President,  to   President. 
perform  all  the  duties  devolving  upon  the  First  Vice-President 
in  his  absence  or  inability  to  act. 

S  4.  It  shall  be  the  duty  of  the  recording  Secretar}'-  to  keep  Recording 
the  minutes  of  the  proceedings  of  the  Board  of  Trustees,  and  Secretary. 
perform  such  other  duties  as  the  Board  may  prescribe. 

I  5.  It  shall  be  the  duty  of  the  Secretarj-  to  see  that  account  Secretary. 
is  kept  of  all  moneys  deposited  or  paid  out,  and  the  necessary 
entries  made  in  the  books  of  depositors;  to  provide  and  have 
supervision  over  all  books  of  account  of  the  bank;  to  give  notice 
of  the  meetings  of  the  Board,  and  of  all  committees  to  the  mem- 
bers thereof,  and  to  present  to  the  Board,  through  the  President, 
a  report  of  the  proceedings  of  the  committees,  together  with  a 
monthly  statement  of  the  affairs  of  the  bank  pertaining  to  his 
department. 

He  shall  give  bonds,  with  two  good  and  suflRcient  securities, 
to  be  approved  by  the  President,  in  the  penal  sum  of  ten  thousand 
dollars,  conditioned  for  the  faithful  execution  of  his  trust. 

S  6.  It  shall  be  the  duty  of  the  Treasurer,  in  conjunction  with  Treasurer. 
the  Secretary,  to  take  charge  of  all  funds  remaining  at  the 
close  of  each  session  of  the  bank;  collect  the  interest  on  loans, 
and  all  debts  due  tlie  bank,  and  deposit  the  same  in  such  bank 
or  banks  or  trust  companies  as  shall  be  designated  by  the  Board 
of  Trustees;  and  either  the  Treasurer  or  the  Secretary  is  au- 
thorized to  receive  and  receipt  for  all  moneys  due  and  payable 
to  the  bank,  and  to  indorse,  in  its  name  and  on  its  behalf,  for 
deposit  to  its  credit,  any  checks,  drafts  or  orders  payable  to  its 
order. 

He  shall,  under  the  direction  of  the  President  and  Finance 
Committee,  have  the  general  charge  of  all  papers  relating  to  the 
real  estate,  mortgage,  and  temporary  loans,  receive  and  examine 
aU  applications  for  Investing  the  funds  of  the  bank,  and  present 
them,  with  a  report  in  writing,  for  the  approval  or  rejection  of 
the  Finance  Committee. 

He  shall  give  such  security  for  the  faithful  performance  of 
his  duties  as  the  Trustees  may  from  time  to  time  require,  and 
perform  such  other  duties  as  may  be  assigned  him  by  the  Board 
of  Trustees  or  bv  the  Finance  Committee. 

When  an  Assistant  Treasurer  has  been  appointed,  it  shall  be   ^^.I^^^^I^Jl 
his  duty  to  assist  the  Treasurer  and  the  Secretary  in  all  duties 
devolving  upon  them   under  these  By-Laws,  and   in  case  of  the 
absence  of  either  Treasurer  or  Secretary   he  shall   perform   the 
duties  of  such  officer.     He  shall  give  bonds  as  prescribed  for  the 

Secretart'.  _        ^      - 

§  7.  "It  shall  be  the  dutv  of  the  officers  to  prepare  and  submit   '^^P^!!"  °' 
(o  the  State  and  City  authorities,  and  the  Board  of  Trustees,  all   o"»cera. 
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statements  or  reports  called  for  by  the  present  laws  or  laws 
hereafter  enacted,  applying  to  the  bank,  and  also  at  every  annual 
meeting  submit  to  the  Board  of  Trustees  a  complete  statement 
of  the  affairs  and  business  of  the  bank. 

§  8.  The  Treasurer,  Secretary,  and  such  other  persons  as  may 
be  required  for  the  transaction  of  the  business  of  the  bank,  sbau 
attend  daily  at  the  bank  during  business  hours,  and  shall  be  held 
responsible  for  the  proper  care  of  all  moneys  and  property  which 
shall  come  into  their  hands  or  be  intrusted  to  them.  They  shall 
give  such  security  for  the  faithful  performance  of  their  duties 
as  the  Trustees  may  from  time  to  time  require,  and  before  enter- 
ing on  the  duties  of  their  office,  respectively,  shall  take  and 
subscribe  the  following  oath  or  affirmation: 


Oath  of 
office. 


I  do  solemnly  swear  (or  affirm)  that  I  will,  to  the  best  of  my  abilities,  perform 
all  such  duties  and  servi^ea  as  shall  be  given  me  in  charere  by  virtue  of  my  ap- 
pointment to  the  office  of of  the ;  and  that  I 

will   faithfully  apply  and  protect  the  funds  and  property  of  the  bank,  and  account 
for  the  same,  under  the  control  of  the  President  or  Board  of  Trustees. 


Committees. 

Finance 
committee. 


Auditing: 
committee. 


Examining 
committee. 


BTonthly 
committees. 


Minutes  of 
committees. 


ARTICLE  IV. 

COMMrrTEES. 

Section  1.  There  shall  be  an  Investment  Committee  consist- 
ing of  five  members,  to  include  the  President,  Treasurer  and  three 
members  of  the  Board  of  Trustees,  to  be  elected  at  the  annual 
meeting  in  December  of  each  year,  the  Committee  to  meet  or 
consult  as  occasion  may  require  as  to  the  purchase  or  sale  of  stock 
and  securities. 

§  2.  An  Auditing  Committee  of  three  Trustees  shall  be 
elected  at  the  annual  meeting  in  December  of  each  year. 

It  shall  be  the  duty  of  the  Auditing  Committee  to  examine 
the  cash  funds  on  hand  at  least  once  during  each  month,  to 
examine  all  vouchers,  and  audit  all  accounts  and  bills  and  the 
expenses  of  the  bank. 

§  3.  There  shall  be  elected  at  the  regular  monthly  meeting  In 
June  and  December  of  every  year  a  committee  of  three,  whose 
duty  it  shall  be  to  make  a  thorough  examination  of  the  vouchers, 
books  and  assets  held  by  the  Institution,  and  report  to  the  next 
regular  monthly  meettng  of  Trustees  the  state  of  the  books,  and 
a  detailed  statement  of  all  the  various  assets,  liabilities  and  busi- 
ness of  the  bank.  The  reports  to  the  Superintendent  of  the  Banking 
Department  of  the  assets  of  the  bank  shall  be  based  upon  the 
examination  to  be  made  by  the  committee  on  the  last  days  of 
June  and  December  in  each  year.  A  synopsis  of  the  committee's 
report  shall  be  printed  for  the  use  of  the  bank  and  its  depositors. 
The  committees  may  employ  accountants  or  such  other  assistance, 
in  fulfilling  their  duties,  as  they  may  deem  advisable  or  necessary. 

§  4.  Monthly  Attending  Committees,  embracing  all  the  mem- 
bers of  the  Board,  except  the  President  and  two  Vice-Presidents, 
may  be  appointed,  each  of  which  conmiittees  shall  in  rotation 
have  a  general  charge  and  supervision  of  the  business  of  the  bank 
and  its  employees. 

§  5.  Each  of  said  committees  shall  keep,  in  books  for  that 
purpose,  a  full  record  of  its  proceedings,  which  shall  be  signed 
by  the  members  of  said  committees,  respectively,  and  be  reported 
in  full  at  each  meeting  of  the  Board,  and  at  any  special  meetings, 
when  called  for  bv  a  vote  of  the  Board. 


Bank 

sessions. 


ARTICLE  V. 

BANK    SESSIONS. 

The  bank  shall  be  open  daily,  except  Sundays  and  Holidays. 
The  hours  of  business  shall  be  as  follows:  on  Mondays  from  10 
A.  M.  to  7  p.  M.;  on  Saturdays,  from  10  a.  m.  to  12  m.;  on  other 
davs,  from  10  a.  3i.  to  3  p.  m. 
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ARTICLE  VI. 

DEPOSITS   AND   DEPOSITORS. 

The  folloni'ing  shall  be  the  regulations  under  which  deposits 
in  this  Bank  sluili  be  made,  any  of  which  regulations  may  be 
waived  in  favor  of  the  depositor  in  exceptional  cases  by  the 
attending  officers  only. 

Regulations. 

Sectiox   1.    Deposits  of  one  dime  and  upwards,  not  exceed-   ^^{J^ynVof 
ing  $3,000,  may  be   received   with  the  consent  of  the  attending 
officers;  but  the  first  deposit  shall  not  be  less  than  one  dollar, 
nor  shall  the  account  be  kept  open  with  a  less  balance  tlian  one 
dollar. 

I  2.    All  deposits  shall  be  regularly  entered  in  the  books  of   J^*'.^^^ 
the  Institution  and  also  in  the  book  to  be  furnished  to  the  de-   ^"^^^ea. 
positor,  which  shall  be  kept  by  him  as  a  voucher  for  his  deposit. 
If    ch^ks    be    received    for    the    accommodation    of    depositors, 
nothing  shall  be  paid  thereon  until  thirty  days  after  deposit. 

I  3.    On  making  the  ttrst  deposit,  the  depositor  shall  be  re-   ?^^q^^ 
quired  to  subscribe  to  the  Regulations  and  By-Laws  of  the  bank,     ^^  ' 
and  no  payment  shall  be  made  on  the  account  until  the  first  de- 
posit shall*  have  been  held  for  thirty  days. 

§  4.    The  Trustees  shall  be  at  libertj'  to  return  the  whole  or    Return  of 
any  part  of  the  deposits  whenever  they  think  proper.  deposits. 

S  5.    Drafts   may    be    made    personally,   or   by    the   order   in    Drafts, 
writing  of  the  defK>sitor  (if  the  bank  have  the  signature  of  the 
party  on  their  signature  book),  or  by  letters  of  attorney,  duly 
autlienticated ;  but  no  person  shall  have  the  right  to  demand  any 
part  of  his  principal  or  interest  without  producing  his  or  her 
bank-book,    that    such    pajTnent   may    be    entered    therein.      The    Sixty  days' 
bank  shall  not  be  liable  to  pay  any  moneys  to  depositors  except   *^'^^**^®* 
on   sixty   days'   previous   notice   in   writing  to   the  Secretary    or 
officers  in  attendance  at  the  bank;  but  moneys  may  be  voluntarily 

Eaid  by  the  bank  daily,  and  without  such  notice,  and  without  there- 
y  waiving  the  right  of  the  bank  to  such  notice  and  time  of  pay- 
ment. No  less  sum  than  five  dollars  of  tlie  capital  of  any  de- 
positor shall  be  withdrawn,  unless  the  whole  sum  deposited  be 
less  than  that  amount.  All  moneys  received  shall  be  in  funds 
taken  on  deposit  by  the  banks  of  the  city  of  New  York,  and  all 
pa^Tnents  shall  be  made  in  like  funds. 

9  6.  After  the  decease  of  any  depositor  and  on  notice  to  the  Deceased 
bank  of  said  decease,  the  amount  standing  to  tlie  credit  of  dc-  depositors. 
ceased  shall  be  payable  to  his  or  her  legal  representative,  except 
in  the  case  of  an  account  in  trust  for  another;  in  the  event  of  tdc 
death  of  the  trustee,  the  total  amount  to  the  credit  of  the 
deceased  shall  be  payable  to  the  person  for  whom  the  deposit  was 
made — unless  other  further  notice  of  the  existence  and  terms 
of  a  legal  and  valid  trust  shall  have  been  given  in  writing  to  the 
bank — and  in  the  event  of  the  death  of  the  trustee  and  tiie 
person  for  whom  said  deposit  was  made,  the  amount  thereof 
shall  be  payable  to  the  legal  representative  of  such  person. 

I  7.     All  notices  in   relation  to   deposits   or   depositors,  pub-    Notice  to 
iislied  by  or  under  the  direction  of  the  Trustees,  in  one  or  more   <^eposltors. 
of  the  daily  public  newspapers  in  the  city  of  New  York,  six  days 
successively,  shall  be  deemed  and  taken  as  actual  notice  to  each 
depositor.  * 

S  8.     Depositors  alone  shall  be  responsible  for  the  safekeeping   Responslbllitr 
of  their  books.     And   all   payments  made   to  persons  producing   ot  depositors. 
the  deposit  books,  whether  with  or  without  an  order  or  letter  of 
attorney,   purporting   to   be    signed    by    the   depositor,    shall   be 
deemed  good  and  valid  payments  to  depositors  respectively  and    Pa>Tnents  to 
shall    fully   discharge   the   bank   therefrom,   unless   notice    of  the   SuHne^oass- 
death  of  tlic  dejwsitor  shall  have  been  given  to  it.  books  valid. 
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Pass  books 
lost  or  de- 
stroyed. 


Inactive 
Accounts. 


§  9.  When  an  account  stands  in  the  name  of  two  persons 
as  co-depositors  who  have  authorized  the  addition  thereto  of  the 
words  '*payable  to  either  or  to  the  survivor'*  or  words  to  the 
same  effect,  then  payment  to  either  depositor  shall  be  a  full  dis- 
charge to  the  bank,  wiietlier  the  other  co-depositor  be  living  or 
dead. 

§  10.  In  case  of  loss  or  destruction  of  the  pass-book,  a  new 
book  may  be  issued  after  the  public  has  been  notified  by  adver- 
tisement, published  in  such  daily  newspaper,  and  for  such  length 
of  time,  as  the  President  may  direct,  calling  upon  any  person 
having  a  claim  to  the  missing  book  to  present  the  same  to  the 
bank,  or  submit  to  having  the  pass-book  declared  cancelled  or 
extinguished  and  a  new  book  issued-  in  lieu  thereof.  The  depositor 
or  his  or  her  legal  representative,  shall  file  with  the  bank  a 
satisfactory  affidavit,  showing  the  loss  or  destruction  of  the  book. 

§  11.  All  accounts  to  wluch  no  deposit  and  on  which  no  draft 
shall  have  been  made  for  twenty  years  in  succession,  shall  be 
closed;  nor  shall  the  amount  deposited  nor  the  interest  that  has 
accrued  thereon,  draw  any  interest  thereafter. 


Moneys  to  be 

immediately 

invested. 


To  be  depos- 
ited and  in- 
vested in 
name  of  In- 
stitution. 

Checks  by 
whom  signed 
and  to  whom 
made  payable. 

Mortgagee 
loans. 


Collateral 
bond. 

Taxes,  etc.. 
on  mortgaged 
property. 


Dividends. 


When  and 
how  payable. 


Amendments. 


ARTICLE  VII. 

INVESTMENTS    AND    DISBURSEMENTS. 

Section  1.  All  moneys  deposited  in  the  bank,  except  such 
sums  as  may  be  deemed  necessary  to  reserve  for  immediate  pur- 
poses, shall  be  invested  in  the  manner  prescribed  by  the  existing 
acts  of  the  Legislature,  or  in  such  other  manner  as  may  hereafter 
be  provided  by  law. 

§  2.  All  moneys  shall  be  deposited  and  invested  in  the  name 
of  the  bank,  and  no  transfer  of  securities  shall  be  made  without 
the  order  of  the  Board  of  Trustees. 

9  3.  All  checks  issued  by  the  bank  must  be  signed  by  the 
President  (or,  in  his  absence,  by  one  of  the  Vice-Presidents)  and 
the  Treasurer,  and  countersigned  by  the  Secretary,  and  drawn 
to  the  order  of  the  parties  to  whom  the  money  is  payable. 

§  4.  No  loans  on  mortgage  shall  be  made  except  upon  the 
certificate  of  a  Committee  of  two  or  more  members  of  the  Board 
of  Trustees  certifying  to  their  estimate  of  the  value  of  the 
property  submitted  after  a  personal  examination  and  appraisement. 

§  5.  A  collateral  bond  shall  be  required  whenever  a  change 
occurs  in  the  ownership  of  property  mortgaged  to  the  bank. 

§  6.  Receipts  for  taxes  and  assessments  upon  property  mort- 
gaged to  the  bank  must  be  shown  at  the  time  of  payment  of  May 
interest. 

ARTICLE  VIII. 

DIVmENDS. 

On  the  third  Thursday  of  January  and  July  of  every  year, 
there  shall  be  paid  such  interest  as  by  decision  of  the  Trustees 
the  profits  of  the  bank  will  allow  on  all  sums  of  five  dollars  and 
upwards,  which  shall  have  been  deposited  for  three  or  six 
months  previous  to  the  first  day  in  January  and  July,  but  no 
interest  shall  be  paid  on  the  fractional  part  of  a  dollar,  nor 
shall  any  interest  be  allowed  on  any  sum  withdrawn  previous 
to  the  first  day  of  January  and  July,  for  the  period  which  may 
have  elapsed  since  the  last  dividend.  The  interest  accrued  and 
entered  to  the  credit  of  depositors  on  the  first  day  of  January 
and  July  shall  be  added  to  the  principal  from  those  dates,  re- 
spectively, the  same  as  an  original  deposit. 

ARTICLE  IX. 

AMENDMENTS. 

The  Trustees  may  at  any  time  alter  or  amend  these  by-laws, 
provided   such   alterations   and    amendments   be   not  inconsistent 
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with  the  provisions  of  the  General  Savings  Bank  Law,  nor  with 
&iich  amendments  as  may  be  made  thereto,  and  be  submitted  to 
the  Board  of  Trustees  at  least  one  meeting  before  the  same  are 
passed  upon;  and  they  shall  not  be  acted  upon  except  at  a  meeting 
when  a  majority  of  the  whole  number  of  Trustees  is  present. 

ORDER  OF  BUSINESS. 

1.    Reading  the  minutes  of  last  regular  and  every  Order  of 
subsequent  meeting  of  the  Board.  business. 

9.    Reading  the  reports  of  Secretary  and  Treasurer. 

S.    Reading    the    reports    of    Regular    and    Special 
Committees. 

4.  Dividends  to  Depositors  (May  and  November). 

5.  Nominations  and  Elections. 

6.  Bond  and  Mortgage  Investments. 

7.  Other  Investments. 

8.  Miscellaneous  Business. 


13 


CHAPTER  XI 

THE    FIRST    DEPOSIT 

In  the  preceding  chapters  we  have  organized  a  savings 
bank  of  the  mutual  type,  or  at  least  "gone  through  the 
motions,"  and  it  stands  with  open  doors,  its  charter  neatly 
framed  and  hanging  in  the  lobby  as  evidence  that  it  really 
is  a  bank,  not  only  ready,  but  authorized  to  receive  depos- 
its. If  this  bank  was  of  the  stock  type  similar  in  this  re- 
spect to  the  bank  of  discount,  there  would  be  on  hand,  or 
on  deposit  with  its  depository  banks,  the  capital  stock 
fund,  which  would  provide  an  immediate  source  of  income 
and  a  working  balance  with  which  to  do  business.  But  in- 
asmuch as  this  is  a  mutual  concern,  its  only  funds  will  be 
those  received  from  depositors.  Its  till  is  empty  and  the 
depository  banks,  reserve  agents  in  name  only. 

Preliminary  Work. 

Preceding  the  auspicious  moment  when  the  first  deposi- 
tor steps  to  the  "new  account"  window  and  makes  his  first 
deposit,  a  vast  amount  of  preliminary  work  has  been  done, 
as  was  shown  in  a  previous  chapter.  The  banking  site  has 
been  selected  with  much  care  as  to  location,  light,  tides  of 
travel,  prominence,  convenience,  neighborhood  and  rental 
rates.  After  much  discussion  with  landlords  and  agents 
and  much  dickering  over  terms  of  lease,  etc.,  the  contract 
has  been  drawn  and  signed  and  the  quarters  are  ready  for 
the  mechanics  and  craftsmen.  The  vaults,  counters,  fix- 
tures, desks,  bookkeeping  outfit,  stationery  and  incidentals 
have  all  been  provided  with  much  labor  and  careful  thought 
both  as  to  adaptability  and  cost.  The  opening  announce- 
ments have  gone  forth,  both  by  mail  and  through  the  press, 
and  the  bank  is  at  last  readv  to  transact  business  with  the 
public. 

Running  Expenses. 

As  already  stated,  the  bank  has  no  funds  on  which  to 
draw  for  support,  and  deposits  will  be  its  only  stock  in 
trade.    Being  prohibited  from  using  any  of  the  depositors* 
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money  for  running  expenses,  in  order  to  provide  for  the 
expenses  until  such  time  as  the  bank  can  pay  its  own  way, 
the  usual  way,  and  in  New  York  the  compulsory  way,  is 
for  the  trustees  to  subscribe  to  an  "organization  fund,"  out 
of  which  the  running  expenses  are  met,  to  be  in  due  time 
returned  to  them.  This  j)lan  is  not  of  modern  origin,  for 
as  long  ago  as  1816,  when  the  Pliiladelphia  Savings  Fund 
Society  was  started,  the  contingent  expenses  were  provid- 
ed for  by  the  voluntary  contributions  of  the  managers,'  in 
the  sum  of  $10  each,  which,  of  course,  were  not  on  a  scale 
commensurate  with  those  of  today. 

The  return  of  these  advances  is  not  a  legal  obligation  on 
the  part  of  bank,  but  moral  only.  But  in  order  to  keep 
the  bank  solvent  at  all  times,  the  assets  must  equal  the  liabili- 
ties, and  to  use  the  depositors'  money  for  expenses  would  be 
neither  wise  nor  lawful.  In  the  case  of  one  bank  in  Greater 
New  York,  the  trustees  came  forward  with  upwards  of  $15,- 
000  in  order  to  provide  the  equipment  and  running  expenses 
for  the  first  vear.  Another  bank  was  fortunate  in  obtain- 
ing  the  quarters  of  a  defunct  commercial  institution  at  a 
nominal  cost,  but  even  so  their  expenses  for  the  first 
six  months  were  over  $6,000.  Another  was  equipped,  after 
a  few  years,  with  a  handsome  home  by  a  syndicate,  and 
paid  as  remuneration  a  fair  rental  on  the  amount  invested. 
How  long  it  will  take  a  bank  of  this  character  to  "get  on 
its  feet"  depends  upon  the  volume  of  business,  the  prevail- 
ing rates  for  money,  the  expenses  and  management.  The 
Williamsburg  Savings  Bank  of  Brooklyn  (1851),  repaid 
such  advances  together  with  all  expenses  and  interest  to 
depositors  at  six  per  cent,  at  the  end  of  the  first  eighteen 
months.  As  the  margin  of  profit  in  ordinary  times  and 
under  usual  conditions  will  not  be  more  than  from  one  to 
two  per  cent.,  a  bank  having  a  running  expense  of  $5,000 
will  need  upwards  of  half  a  million  before  it  can  begin  to 
repay  the  trustees.  One  new  institution  organized  just 
before  the  panic  of  1907  was  able  to  place  its  money  to 
such  good  advantage  that  the  margin  of  profit  was  nearly 
two  per  cent.,  and  it  vnW  become  self-supporting  in  about 
one-half  the  usual  time. 

His  Money. 

In  previous  chapters  the  ethics  of  the  savings  bank  have 
been  thoroughly  discussed;  the  thrift  habit  advocated,  and 
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the  benefits  of  the  savings  bank  to  the  individual  and  to 
the  community  presented  at  length.  Having  found  a  man 
of  thrifty  habits  "looking  for  a  bank  and  found  ours"  we 
will  proceed  to  open  a  new  account  with  him, — his  first  de- 
posit and  ours. 

There  are  three  quite  plausible  reasons  why  this  deposi- 
tor has  made  up  his  mind  to  open  a  bank  account:  First, 
he  knows  that  as  long  as  the  money  is  in  his  own  keeping 
he  will  be  tempted  to  spend  it.  This  is  amply  demonstrat- 
ed by  common  experience  in  every  man's  life.  Second,  he 
knows  that  in  keeping  his  own  money  he  takes  the  chance 
of  fire,  theft  or  loss.  This,  also,  is  a  self-evident  fact,  as 
the  daily  press  will  demonstrate.  Third,  he  would  like  to 
make  his  monev  now  work  for  him  as  he  had  to  work  for  it, 
but  he  does  not  know  how  to  begin  or  where  to  go  to  in- 
vest it,  especially  if  the  sum  is  small.  Just  how  the  savings 
bank  will  do  this  for  him  he  perhaps  does  not  know,  nor 
even,  in  many  instances,  care,  as  long  as  he  gets  the 
interest  at  the  appointed  time.  He  may  even  have  the  er- 
roneous notion  that  his  monev  is  laid  awav  in  the  strong 
vault,  and  by  some  sort  of  magic  grows  while  protected  by 
six  inches  of  steel.  But  at  any  rate  he  has  made  up  his 
mind  to  take  it  to  a  savings  bank  and  he  is  here,  and  in 
opening  this  account  the  savings  bank  has  accomplished 
its  fundamental  mission,  for  it  has  (1)  Prevented  waste 
(in  making  it  difficult  for  him  to  spend) ;  (2)  Prevented  loss 
(by  safeguarding  against  fire  and  burglars) ;  (3)  i\flForded 
profit  (by  combining  his  deposit  with  other  money  and  in- 
vesting it). 

Wliile  savings  banks  cannot  and  do  not  have  fixed  rules 
as  to  how  the  money  offered  for  deposit  is  arranged,  they 
endeavor  to  educate  their  depositors  in  preparing  their 
deposit  so  that  time  will  be  saved  at  the  window  in  proving. 
The  bills  should  be  right  side  u]),  denominations  separate, 
silv^er  wrapped;  but  it  is  safe  to  say  the  majority  of  deposi- 
tors do  nof  conform  to  any  one  of  these,  and  it  is  usually  a 
motlev  collection  of  monev  that  is  offered.  For  instance,  a 
truck  driver  had  a  huge  wad  of  bills,  crum])led  into  a  mass 
and  tucked  up  his  sleeve.  The  receipts  from  an  organization 
ball  were  loose  in  cigar  boxes,  requiring  two  hours  to  count 
and  wrap,  while  a  farmer  had  a  collection  of  coins  that 
would  have  delighted  the  heart  of  the  numismatist,  not  a 
single  coin  hearing  a  date  less  than  thirty  years  past.     But 
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he  had  carefully  sorted  out  all  the  valuable  coins.  But  the 
savings  bank,  having  for  its  object  the  helping  of  the  masses 
in  money  matters,  must  accept  all  these  little  inconveniences 
as  part  of  the  day's  work,  and  if  half  an  hour  must  be  given 
to  sorting  and  counting  a  deposit,  do  it  as  a  good  pliilan- 
thropist  without  a  murmur. 

What  Kind  of  an  Account? 

With  money  in  hand  the  new  depositor  is  directed  to  the 
"new  account"  or  "signature"  window,  where  his  pedigree 
will  be  taken  and  pass  book  issued  to  him.  He  will  be  asked 
what  manner  of  account  he  would  like  to  open,  and  the 
obliging  clerk  will  explain  that  the  bank  opens  "joint  ac- 
counts," "trust  accounts,"  "single  name  accounts"  and 
"society  accounts,"  and  the  character  of  each  will  be  made 
plain  to  him. 

A  single  name  account  will  be  his  sole  property  during 
life,  and  at  death  the  balance  due  thereon  will  be  paid  to 
his  legal  representatives.  In  Pennsylvania,  a  book  is  kept 
in  the  bank  in  which  the  depositor  "shall  be  at  liberty  to 
appoint  some  person  or  persons  to  whom,  in  the  event  of 
his  or  her  death,  the  money  shall  be  paid  if  not  otherwise 
disposed  of  by  will ;"  but  tliis  is  not  a  common  practice,  and 
is  not  found  in  the  laws  of  other  states.  The  joint  account 
will  be  payable  to  either  during  life,  and  in  case  of  death 
of  either,  will  belong  to  and  paid  to  the  survivor.  The  trust 
account  will  be  under  his  control,  as  in  the  single  name  ac- 
count, but  in  case  of  death  the  balance  due  thereon  will  be- 
long to  and  paid  to  the  beneficiary  for  whom  the  account 
was  made.  This  is  the  New  York  rule,  and  sanctioned  by 
the  highest  court,  and  is  coming  to  be  quite  general  in  sav- 
ings bank  practice.  Ordinarily  savings  banks  will  not  go 
beyond  the  limits  of  these  three  forms,  except  society  ac- 
counts. Some  banks  will  not  accept  the  latter  and  some 
will  not  take  the  trust  account.  Others  refuse  the  joint 
account,  and  still  others  will  not  open  accounts  with  per- 
sons who  cannot  write. 

His  Signature. 

The  single  name  account  seems  to  fit  his  case.  A  sig- 
nature card  is  handed  him  containing  the  number  of  the 
pass  book,  which  he  is  to  receive.     This  is  more  than  a 
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record  of  the  total  number  of  books  issued;  it  is 
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book,  putting  the  transaction  through  as  a  regular  de- 
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These  methods  will  be  dwelt  upon  at  length  later,  in 
quoting  the  systems  of  larger  banks.  But  this  is  a  small 
bank,  where  the  same  clerk  receives  the  money  and  pre- 
pares the  pass  book.  In  handing  in  the  money  it  is  the 
universal  rule  to  require  the  depositor  to  state  how  much 
he  wishes  to  deposit,  and  generally  savings  banks  do  not 
require  the  depositor  to  make  out  his  own  ticket,  owing  to 
the  fact  that  many  are  unfamiUar  with  banking  methods 
and  would  be  sijre  to  get  it  wrong.  This  statement,  how- 
ever, is  disputed,  for  upon  being  told  that  the  depositors  in 
a  certain  bank  could  not  make  out  their  own  tickets,  be- 
cause one  in  three  depositors  could  not  write,  a  savings 
bank  man  inquired  if  the  proportion  was  made  by  count 
or  by  guess ;  and  being  informed  that  it  was  a  rough  guess, 
he  advised  a  count  and  the  result  showed  that  only  one  in 
nineteen  made  a  cross  on  the  signature  book. 

Coming  back  with  his  card  duly  signed,  in  many  banks 
he  would  also  be  required  to  sign  on  the  signatiu'e  book 
thus  giving  a  permanent  record  and  at "  the  same  time 
permitting  the  card  to  be  sent  out  by  mail  for  signatures 
where  the  deposit  is  not  made  in  person.  The  cards  are 
more  quickly  available  for  comparison  of  signatures  and  are 
coming  to  be  universally  used  for  this  purpose,  as  will  be 
seen  in  discussing  payments   to   depositors,   subsequently. 

Owing  to  the  fact  that  this  man  may  not  come  back  in 
years,  and  being  one  of  those  who  do  not  write  often  enough 
to  develop  a  regular  signature  and  stick  to  it,  it  may  be  need- 
ful to  have  some  test  questions  to  put  to  him,  in  event  of 
not  being  able  to  identify  him  by  his  handwriting.  These 
will  also  be  valuable  in  case  the  account  becomes  "dor- 
mant," when  it  will  be  necessary,  at  least  advisable,  to 
trace  him  through  his  family  connections. 

Test  Questions. 

The  ])roblem  is  to  have  enough  information  to  sene  as 
identification,  and  at  the  same  time,  not  too  much  detail 
to  be  wearisome  and  in  appearance  inquisitive.  The  usual 
questions  are:  Age,  date  of  birth,  father's  name,  mother's 
maiden  name;  whether  married  or  single:  occupation,  place 
of  birth;  residence  (street  and  number),  and  sometimes 
husband's  or  wife's  name,  and  the  number  of  children.  The 
value  of  the  latter  is  questionable  for  obvious  reasons.     A 
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bank  debating  this  question  can  make  its  own  selection;  I 
have  given  all  the  usual  and  leading  test  questions  to  be 
found  among  the  banks.  If  the  signature  book  and  card 
both  are  used,  all  the  book  need  contain  is  the  name  and 
address.  It  is  better  to  have  too  much  than  too  little,  but 
some  people  dislike  to  be  questioned,  while  others  become 
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suspicious  that  due  care  is  not  taken  if  too  few  questions 
are  asked. 

Where  the  signature  book  alone  is  used,  and  there  are 
many  such  cases,  a  slip  similar  to  Form  11,  page  208,  may  be 
used  when  the  depositor  does  not  come  in  person.  This 
is  generally  gummed  on  the  back,  and  is  pasted  in  the  book 
when  properly  signed.     In  such  instances,  of  course,  the 
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full  details  would  be  taken  in  the  book.  The  trouble  with 
the  book  is  the  "dead  wood"  that  is  bound  to  accumulate, 
making  a  search  for  signatures  troublesome  and  lengthy  on 
that  account.  Cards  can  be  sorted  out  and  filed  away 
when  the  account  is  closed  and  are  strongly  recommended. 
They  are  at  immediate  command  when  wanted  and  are  in- 
finitely superior  to  any  book. 

His  Bank. 

A  little  girl  went  into  a  savings  bank  one  day  and 
said,  "Mister,  I  want  to  join  tjie  bank.  Here's  a  dollar." 
She  was  right.  The  new  depositor  "joins  the  bank."  This 
man  by  subscribing  his  name  to  the  card  or  signature  book 
has  joined  our  bank  and  is  henceforth  a  member  of  the 
corporation.  He  will  be  governed  by  the  by-laws,  rules  and 
usages  of  this  bank.  It  is  hereafter  "his  bank,"  and  he  will 
be  indirectly  affected  by  every  loan  and  every  invest- 
ment and  every  success  and  every  failure  of  "his  bank." 
The  legal  relation  hereby  established  is  fully  treated  else- 
where, suffice  it  to  sav  here  that  he  has  entered  into  a  con- 
tract  with  the  bank  and  the  bank  with  him.  The  terms  of 
that  contract  are  to  be  found  in  the  pass  book  which  he  will 
receive, — this  is  universally  true. 

Particular  attention  is  called  to  the  cover  of  the  pass  book 
of  the  Chelsea  Savings  Bank,  reproduced  herewith,  which 
contains  on  its  face  a  clause  to  the  effect  that  the  acceptance 
of  the  book  is  sufficient  to  establish  the  fact  that  the  de- 
positor agrees  to  be  bound  by  the  conditions  to  be  found 
therein.  This  is  literally  and  legally  true.  The  book  is  the 
contract  between  the  bank  and  himself,  and  if  he  does  not 
wish  to  leave  his  money  subject  to  the  conditions  of  that 
contract,  let  him  return  the  book  and  get  his  money.  That 
he  speaks  another  language  than  that  in  which  the  contract 
is  printed  will  not  excuse  him, — let  him  get  someone  to  ex- 
pli^in  it  to  him.  That  a  bank  deals  with  people  speaking 
twenty  different  languages,  is  not  to  say  it  must  print  its 
rules  in  twenty  different  tongues,  although  the  Union  Dime 
Savings  Institution  and  the  Citizens'  Savings  Bank  of 
New  York  print  their  by-laws  in  three  languages,  English, 
German  and  French;  but  this  is  not  compulsory.  So  says 
the  law  and  so  says  common  sense.  He  must  acquaint  him- 
self with  the  by-laws,  and  failure  to  do  so.  is  at  his  own 
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peril.  They  are  just;  they  are  reasonable;  they  are  for  his 
protection  as  well  as  the  bank's,  and  he  will  be  required  to 
abide  by  the  contract  into  which  he  has  entered  and  so  will 
the  bank.  . 

Identification  Helps. 

In  the  event  of  this  man  being  unable  to  write   (and 
many  savings  bank  depositors  are  unable  to  do  so),  he  will 
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be  asked  to  make  his  mark,  or  perhaps  bring  some  one  to 
identify  him.  And  in  such  cases  in  addition  to  the  usual 
questions,  the  color  of  his  eyes,  hair,  facial  characteristics 
are  sometimes  taken,  and  if  possible  a  distinguishing 
mark,  or  a  scar,  which  is  usually  a  good  proof.  In  the  case 
of  foreigners,  many  have  pocket  stamps,  private  marks, 
used  as  a  "trade  mark,"  and  these  may  also  be  taken.     But  a 
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scar,  if  permanent,  is  often  a  valuable  help,  and  in  law,  a 
bank  taking  all  such  reasonable  precautions  to  ascertain 
-  the  identity  of  its  depositors  will  be  protected.* 

The  methods  of  proving  the  correctness  of  the  new 
accounts  will  be  treated  under  "posting  and  proving 
methods"  and  at  the  same  time  descriptions  of  the  systems 
used  in  large  banks  for  this  purpose  will  be  given,  and  we 
proceed  with  the  issuance  of  the  pass  book. 

His  P^vss  Book. 

The  evolution  of  the  pass  book  would  afford  as  inter- 
esting a  study  as  the  evolution  of  the  depositors'  ledger, 
which  it  has  closely  followed  in  f onn.  It  should  be  a  dupli- 
cate of  the  ledger  account.  In  other  days,  the  debit  and 
credit  page  was  largely  used,  and  is  yet  in  many  places, 
but  the  balance  form,  providing  for  extending  the  balance 
at  each  transaction,  is  coming  into  universal  use.  In  large 
banks,  where  the  volume  of  business  is  heavy  and  deposits 
multitudinous,  the  old  form  seems  popular,  as  it  obviates 
the  chance  of  making  errors  in  hurried  extensions,  and  an 
error  in  the  balance  is  often  fruitful  of  misunderstanding,  as 
the  depositor  is  apt  to  get  the  notion  that  this  is  the  balance 
in  the  bank;  and  where  error  has  been  made  in  extending 
it  is  difficult  to  explain  at  times.  But  some  of  the  large 
banks  are  now  using  the  balance  form  successfully  by  pass- 
ing the  book  through  a  process  of  verification  before  it  is 
returned  to  the  depositor.  Several  ideas  to  check  the  ex- 
tensions are  found  in  the  forms  given.  One  method  is  to 
take  the  balance  on  the  deposit  slip,  and  have  it  verified 
in  posting;  this  of  course  would  permit  a  book  to  get  out 
for  a  little  time  with  a  wrong  balance,  but  could  be  rectified 
by  mail.  Some  banks  take  the  pass  book  balances  on  the 
sheets  used  in  connection  with  the  "coupon  system"  of  post- 
ing, while  others  make  the  posting  from  the  pass  book  to 
the  ledger  and  compare  extensions,  and  this  is  perhaps  the 
best  method  of  all,  although  necessitating  a  larger  force 
than  other  systems.  Where  this  form  is  used,  it  is  a  very 
good  idea  to  insert  a  clause  in  the  pass  book  in  a  promi- 
nent place,  to  this  effect:  "The  balance  shown  in 
the  balance  column  is  mcmornndum  for  the  convenience  of 


*Many  Iwinks  ;in'  now  usiiijr  tlir  KinjrtT  Print  Systvni  for  idt'ntifyinjr  illitrratrs. 
Sec  chapter  on  Fin^rrr  Print   Identification. 
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depositors  only.  It  is  not  guaranteed  to  be  correct,  unless 
the  book  is  presented  at  the  bookkeeper's  window  and  the 
amount  shown  therein  verified  by  comparison  with  the 
ledger  account."  This  will  avoid  misconceptions  of  its 
purpose. 

Savings  bank  pass  books  have  hard  usage  and  should 
be  made  with  this  in  view.    The  cover  should  be  of  light  but 
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strong  material  that  will  bend  without  breaking.  Boards 
should  never  be  used,  unless  of  extra  weight,  but  this  adds 
to  the  bulk,  and  the  same  end  can  be  gained  by  using  a 
light,  tough  material.  Special  attention  should  be  given 
to  the  opening  qualities,  as  some  books  otherwise  good  go 
to  pieces  after  a  few  months'  use.  They  should  be  well 
stitched  or  wired,  preferably  the  former,  and  should  be 
made  by  an  experienced  firm,  as  the  averagie  printing 
house  does  not  do  enough  of  this  work  to  become  proficient. 
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The  pass  book  is  an  important  part  of  savings  bank  ma- 
chinery. It  should  be  given  due  thought.  Do  not  experi- 
ment— ^go  to  a  reliable  house  and  pay  the  price  for  a  good 
article.    The  bank  is  often  judged  by  its  printed  matter. 

Varieties  of  Pass  Books. 

As  to  size,  it  is  a  matter  of  judgment,  but  it  is  well  to 
have  the  book  small  enough  to  go  in  an  ordinary  mailing 
envelope,  and  of  the  number  of  samples  at  hand,  the  most 
desirable  size  would  seem  to  be  3^/^x6  inches,  which  gives 
room  enough  for  working  space  and  yet  leaves  the  book 
small  enough  to  be  mailed  without  special  cover.  A  bank 
in  Connecticut  has  its  books  the  same  size  as  an  ordinary 
bank  note.  Some  of  the  New  York  banks  have  books  so 
large  that  a  trip  to  the  stationery  store  is  necessary  if  it  is 
to  be  sent  through  the  mails.  The  book  of  the  Union 
Dime  Savings  Institution,  shown  p.  190,  is  about  as 
small  as  a  book  can  well  be,  SxiVs  inches,  and  is  rivaled 
only  by  that  of  the  State  Savings  Bank,  Topeka,  Kansas, 
which  is  but  2V2X3Y2.  All  entries  are  made  in  the  Union 
Dime  Savings  Bank  by  adding  machine,  a  feature  quite 
distinctive  in  savings  bank  work.     (See  Form  1.) 

Manipulating  the  Pass  Books. 

Some  years  ago  a  clever  rogue  opened  two  accounts, 
one  for  a  small  sum  and  the  other  for  a  larger.  This  was 
before  the  day  of  close  comparison  of  pass  books  and 
ledgers,  and  before  the  large  numbers  on  the  pages  came 
into  general  use.  By  manipulating  the  leaves  of  the  two 
books  he  defrauded'  the  bank  out  of  the  difference  between 
the  two  books.*  This  could  not  ha])pen  in  the  average  bank 
to-day,  for  all  balances  are  verified  before  payment.  But 
such  swindles  Ivdve  had  much  to  do  in  perfecting  the  savings 
bank  pass  book  as  we  find  it  to-day,  and  also  installing  bet- 
ter methods  of  accounting  in  such  institutions. 

Pass  Book  Suggestions. 

The  custom  of  writing  out  the  amount  of  deposit  seems 
to  be  dying  out,  if  the  hundred  samples  at  hand  are  to  be  a 


*To  guard  against  this  possibility,  the  Williamsburgh  Savings  of  Brooklyn 
has  the  book  number  on  every  page. 
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criterion  in  this  regard.  The  protection  afforded  thereby 
is  questionable,  although  it  still  obtains  in  many  places. 
The  entry,  however,  should  always  be  initialed  by  the  clerk 
making  the  same.  The  name  is  sometimes  written  on  the 
cover,  as  well  as  inside,  but  this  is  a  matter  of  taste.  The 
book  should  in  every  instance  contain  those  sections  of  the 
by-laws  and  regulations  affecting  depositors.     This  is  most 
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essential^  as  previously  indicated.  The  interest  rules,  hours 
of  business,  and  other  information  should  also  be  given, 
and  if  subject  to  change,  on  a  separate  leaf,  to  be  inserted 
in  the  book.  The  officers  are  frequently  changing  and 
trustees  die  or  resign  and  it  is  no  unusual  thing  for  a  bank 
to  find  itself,  where  the  books  are  purchased  in  quantities 
(as  they  should  be  for  economy's  sake)  with  a  lot  of  books 
having  dead  men's  names  or  those  not  connected  with  the 
bank,  thereon.  As  tliis  is  being  written  a  case  comes  to 
notice  of  a  savings  bank  which  has  just  moved  into  its 
handsome  new  building,  and  to  celebrate  the  occasion 
changed  its  pass  books.  A  fine  engraving  of  the  building 
adorns  the  front  cover,  and  the  book  is  a  most  creditable 
piece  of  work.  The  new  bcioks  had  been  used  but  two 
months,  when  three  of  the  of^cers  listed  on  the  back  were 
changed,  and  the  bank  finds  itself  with  a  large  number  of 
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books  on  hand  which  do  not  contain  the  correct  list  of 
officers  and  trustees.  A  little  forethought  would  have 
avoided  this.  As  a  remedy,  it  is  suggested  that  this  part  be 
kept  separate  and  added  by  an  insert,  or  the  books  can  be 
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made  up,  all  but  the  cover  containing  the  officers,  etc.,  and 
completed  in  lots  of  five  hundred  or  a  thousand,  as  the  needs 
demand.  This  rcill  keep  the  list  up  lo  elates  a  desirable  fea- 
ture. 


14 


CHAPTER  XII 

THE  BANK  AND   ITS  DEPOSITORS 

In  the  simple  act  of  signing  his  name  to  the  signature 
card  or  on  the  "big  book"  and  accepting  in  lieu  of  his 
money  a  bank  book  with  credit  for  Uke  amount,  the  de- 
positor has  done  more  than  leave  the  money  with  the  bank 
for  safe-keeping ;  he  has  entered  into  contract  with  the  bank 
and  the  bank  with  him,  and  the  pass  book  is  that  contract.^ 
The  terms  of  this  contract  are  usually,  if  not  quite  uni- 
versally, found  in  the  pass  book  in  the  form  of  the  by-laws, 
or  so  much  of  them  as  affects  the  depositor.  Where  the 
depositor  upon  making  his  first  deposit  in  a  savings  bank, 
signed  an  agreement  to  be  bound  by  the  by-laws  printed  in 
the  pass  book  given  him,  the  by-laws  become  a  material 
part  of  the  contract  of  deposit. t  He  has  not  only  joined 
the  bank,  but  also  agreed  to  do  certain  things  and  the  bank 
likewise,  and  this  contract  is  enforceable  in  law.  Courts 
have  recognized  this  as  a  valid  contract  and  have  held  both 
parties  strictly  to  the  letter  of  their  agreement. 

It  would  be  well  if  savings  banks  generally  followed  the 
lead  of  the  Chelsea  Savings  Bank  of  Norwich,  Conn. 
(Form  5)  and  called  the  attention  of  their  depositors  to  the 
fact  that  the  acceptance  of  the  book  constitutes  assent  to  the 
by-laws,  urging  them  to  acquaint  themselves  with  the  rules 
and  regulations  under  which  their  deposit  was  received.  By 
so  doing  misunderstandings  would  be  avoided.  Such  notice 
could  be  printed  in  several  languages,  suggesting  that  if  un- 
able to  read  English  the  depositor  get  someone  who  could, 
to  explain  them  to  him.  Ordinarily  a  pass  book  is  a  pass 
book ;  but  when  it  gets  into  court,  it  becomes  a  contract. 

It  will  afford  an  interesting  and  profitable  study  to 
inquire  into  this  matter  at  length,  for  it  is  vital,  and  see  how 
the  courts  have  construed  this  question,  for  much  depends 
upon  this  contractual  relation  and  the  manner  in  which  such 
instruments  have  been  interpreted.    The  study  of  this  ques- 


•Wahrus  vs.  Bowery  Sav.  Bk.,  21  N.  Y.,  543. 
Y Brown  vs.  Merrimac  River  Savings  Bank,  67  N.  H.,  549. 
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tion  resolves  itself  into  two  parts,  viz.:  (a)  What  the  bank 
owes  the  depositor,  and  (b)  What  the  depositor  owes  the 
ba'nk. 

The  Legal  Relationship. 

It  is  a  principle  of  law  and  of  banking  that  the  rela- 
tionship between  a  savings  bank  and  its  depositors  is: 

1.  Xot  the  relationship  of  partners. 

2.  Xot  the  relationship  of  bailee. 

3.  But  it  is  that  of  trustee  for  the  depositors. 

4.  It  is  that  of  agent  for  the  depositors. 

5.  It  is  that  of  debtor  and  creditor.* 

The  relation  between  a  savings  hank  and  its  trustees  or 
directors  is  that  of  principal  and  agents  and  that  between 
the  trustees  and  the  depositors  is  similar  to  that  of  trustee 
and  cestui  que  trust  (one  holding  property  for  the  use  and 
benefit  of  another)  .t  The  very  term  "trustee"  indicates 
this,  and  it  is  conunonly  accepted  that  the  trustees  have  not 
and  cannot  have  any  interest  in  or  title  to  the  funds  of  the 
bank,  except  for  the  use  of  the  beneficiaries,  or  depositors. 
The  whole  fund  belongs  to  the  depositors,  surplus  and  all. 
The  highest  court  in  New  York  has  so  ruled,  and  the  stat- 
utes of  New  Jersev  so  state. 

With  respect  to  any  ordinary  deposit,  the  contract  be- 
tween the  savings  bank  and  its  depositors,  in  the  absence 
of  any  by-law  or  rule  limiting  the  liability  of  the  bank,  is 
the  ordinary  one  of  debtor  and  creditor.^ 

Debtor  and  Creditor. 

The  primary  relationship  is  one  of  debtor  and  credr 
itor,  which  is  to  say,  this  man  has  surrendered  his  money 
and  his  legal  title  thereto  and  taken  in  lieu  thereof  a  credit 
with  the  bank  evidenced  by  his  pass  book.  He  has  not 
loaned  the  bank  his  money,  nor  left  it  for  safe-keeping ;  nor 
left  it  with  the  bank  as  trustee^  to  hold  for  the  use  and 
benefit  of  the  depositor,  but  given  it  to  the  hank  absolutely 
and  unreservedly.     This  is  common  law.     As  creditor  he 


*Am.  &  Eng.  Ency.  of  Law,  p.  1946  (9d  ed.) 

tHun  vs.  Caiy,  82  N.  Y.,  65. 

tFowler  vs.  Bowery  Savings  Bank,  113  N.  Y.,  460. 
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has  the  right  to  demand  repayment  at  such  times  and  in 
such  amounts  as  he  may  desire,  but  the  bank  reserves  the 
right  to  make  reasonable  rules  and  regulations  in  this  re- 
gard, which  will  bind  him  the  moment  he  accepts  his  book. 
In  other  words,  the  relation  of  debtor  is  limited  and  re- 
stricted by  contract,  and  the  pass  book  is  this  contract. 
These  restrictions  and  limitations  and  regulations  must  be 
in  keeping  with  the  statute  law  of  the  State,  and  mu^t  be 
reasonable.  In  the  event  of  the  bank  failing,  he  cannot 
say:  "Give  me  back  my  money" — ^'my  money'^  does  not 
exist  any  longer;  it  is  the  bank's  money  now,  and  he  can 
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only  say  in  language  of  the  Holy  Writ,  "Pay  me  that  thou 
owest" — but  he  must  take  his  chances  with  others  such 
as  he.* 

The  Rules  and  Regulations. 

In  many  States  it  is  required  that,  aside  from  printing 
the  rules  in  the  pass  books,  they  must  be  conspicuously  dis- 
played in  the  bank  lobby,  so  that  all  may  read  who  run.t 

As  suggested  above,  they  must  be  legal  and  reasonable, 
and  the  depositors  must  be  placed  in  su^h  position  that  they 
may,  if  they  will,  become  acquainted  with  them.  The  courts 
have  decided  that  if  a  man  cannot  read  his  contract  him- 
self, he  must  get  someone  to  explain  it  to  him.  It  need  not 
be  printed  in  the  language  he  speaks.  The  fact  that  the 
depositor  is  illiterate  and  cannot  read  the  rules  in  the  pass 
book  does  not  excuse  him  from  their  binding  force  if  they 


•See  chapter  on  insolvency. 
fThis  is  the  law  in  New  York  and  many  other  Sti^tes. 
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are  reasonable  rules.*  This  alters  the  matter  and  makes 
him,  not  simply  a  creditor,  but  a  party  to  a  contract.  The 
bank  man  should  make  no  promises  he  does  not  intend  to 
keep,t  and  the  depositor  should  not  leave  his  money  if  he 
does  not  wish  to  abide  by  the  contract  as  he  has  received  it, 
for  a  savings  bank  pass  book  is  not  a  mere  pass  book  or 
statement  of  account;  it  is  issued  to  the  person  in  whose 
name  the  deposit  is  made  and  with  whom  the  bank  has 
made  its  contract  of  deposit;  it  is  the  depositor's  voucher, 
and  the  only  security  which  he  has  evidencing  the  amount 
of  his  credit  at  the  bank.J 

Pass  Books  Not  Negotiable  Instruments. 

It  is  also  a  rule  of  law  that  a  pass  book  is  not  a  nego- 
tiable instrument,  but  a  savings  bank  book  is  generally  re- 
garded to  be  worth  "what  is  on  it,"  and  while  this  is  true 
in  the  main,  it  is  open  to  qualifications.  It  is  worth  what 
is  on  it  to  the  owner,  but  in  other  hands  the  statement  will 
not  hold  true.  Most  savings  banks  require  the  book  to  be 
presented  at  each  transaction,  and  this  being  true,  the  book 
will  show  the  exact  state  of  the  depositor's  account  at  all 
times,  and  many  commercial  banks  will  loan  upon  such 
security  without  hesitation.  The  purchaser  of  a  savings 
bank  pass  book  to  whom  such  book  is  delivered  obtains  an 
equitable  title  to  the  fund  which  it  represents,  as  does  also 
the  donee  of  a  book.§  A  gift  of  a  savings  bank  deposit  by 
delivery  of  the  pass  book  is  a  valid  and  complete  gift  of  the 
money  represented  by  it.  X 

Care  in  the  Payment  of  Deposits. 

Among  the  regulations  to  be  found  in  the  pass  books 
is  one  to  the  effect  that  possession  of  the  book  will  be  evi- 
dence sufficient  to  sustain  the  bank  in  making  payment  of 
money  to  the  holder,  which  is  both  legal  and  reasonable,  but 
many  banks  in  an  effort  to  be  over-zealous  in  protecting 
their  depositors  have  added  a  qualifying  clause  to  the  effect 


♦Burril  vs.  Dollar  Savings  Bank,  92  Pa.  St.,  134. 
tGrerly  vs.  Nashua  Sav.  Bk.,  63  N.  H.,  145. 
tWhalen  vs.  Milholland,  98  Md.,  199. 
§  Pierce  vs.  Boston  Savings  Bank,  1^  Mass.,  4fif5. 
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that  the  bank  will  "endeavor  to  prevent  fraud,"  or  will  use 
its  "best  eflForts"  to  that  end,  but  nevertheless  will  pay  upon 
presentation  of  the  book,  which  has  been  the  cause  of  fre- 
quent loss  and  litigation.  A  bank  is  required  to  use  due 
diligence  and  ordinary  care,  but,  further  than  this,  it  need 
not  obligate  itself;  but  having  contracted  to  do  more  than 
this,  the  courts  will  hold  it  strictly  to  the  letter  of  its  con- 
tract. As  a  general  rule,  the  respective  duties  of  the  bank 
and  its  depositors  toward  each  other  are  defined  by  by-laws, 
rules  or  regulations,  but  these  do  not  relieve  the  bank  from 
its  general  duty  to  exercise  ordinary  care  to  prevent  the  pay- 
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ment  of  the  deposit  to  the  wrong  person*  Regardless  of 
by-laws,  the  bank  is  bound  to  exercise  ordinary  care  and 
diligence  in  ascertaining  the  identity  or  authority  of  the 
person  presenting  the  pass  book.t 

Mutual  Consent. 


Having  found  the  by-laws  to  be  the  contract  between 
the  bank  and  its  depositors,  and  that  they  must  be  legal,  and 
reasonable,  and  placed  within  the  reach  of  the  depositor, 
who  must  have  assented  to  the  same  (a  contract  is  formed 
where  two  minds  agree  to  and  assent  to  the  same  proposi- 
tion) the  receipt  of  the  pass  book  and  the  signature  of  this 
man  on  the  card  record,  or  signature  book,  will  bind  both 
him  and  the  bank  to  this  agreement. 


*KimbaU  vs.  Norton,  59  N.  H.,  1. 

tKummel  vs.  Germania  Savings  Bank,  127  N.  Y.,  488;  Brown  vs.  Merrimac 
River  Savings  Bank,  67  N.  H.  549. 
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Assent  May  Be  Implied. 

The  assent  to  the  by-laws  may  be  implied^  even  though 
the  by-laws  require  that  the  depositors  subscribe  to  a  cer- 
tain book.* 

He  is  supposed  to  know  the  terms  of  his  contract.  The 
adoption  of  rules  and  regulations  and  conditions  respecting 
the  relation  between  a  savings  bank  and  the  depositors  may 
be  shown  by  long  usage.  The  signature  of  the  depositor  to 
the  book  containing  the  rules  and  regulations  is  not  the  only 
method  by  which  he  may  be  bound.  The  agreement  may  be 
evidenced  by  his  conduct,  such  as  leaving  his  deposit  at  the 
bank  after  obtaining  his  pass  book  containing  the  rules  and 

regulations.,  t 

The  contract  is  usually  this:  The  bank  acknow^ledges 
the  receipt  of  the  money  and  will  repay  the  depositor,  or 
on  his  or  her  order,  or  power  of  attorney  duly  attested,  or 
when  dead  to  the  legal  representative.  The  money  de- 
posited in  a  savings  bank  can  be  legally  demanded  by  and 
received  therefrom  only  by  the  depositor  or  his  attorney. J 

Possession  of  Pass  Book  No  Evidence  of  Ownership. 

While  possession  and  presentation  of  the  pass  book  is 
universally  required  in  order  to  draw  funds,  the  mere  pos- 
session is  not  sufficient  to  warrant  payment,  even  though 
it  is  so  expressly  stated.    Due  care  must  also  be  used. 

The  possession  by  a  stranger  of  a  depositor's  pass  book 
constitutes  no  evidence  of  a  right  to  draw  thereon.  To 
make  payment  to  one  having  no  other  evidence  of  authority 
to  draw  than  the  possession  of  the  book  a  protection  to 
the  bank,  it  is  necessary  for  the  bank  to  show  some  special 
contract  with  the  depositor  authorizing  such  mode  of  pay- 
ment. In  a  pass  book  issued  by  defendant  to  a  depositor 
was  printed  a  by-law,  "All  payments  made  by  the  bank 
upon  presentation  of  the  pass  book  and  duly  entered  there- 
in, will  be  regarded  as  binding  upon  the  depositor.  Money 
may  also  be  drawn  upon  the  written  order  of  the  depositor 
or   his   attorney,   when   accompanied   by   the   pass   book." 


♦GiflTord  vs.  Rutland  Savings  Bank,  63  Vt..  108. 
tLadd  vs.  Augusta  Savings  Bank,  96  Me.,  510. 
tEaves  vs.  Peoples  Savings  Bank,  97  Conn.,  299. 
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Held:  The  by-law  contemplates  two  modes  of  payment, 
one  to  the  depositor  in  person,  and  the  other  upon  his 
written  order,  hoik  requiring  the  presentation  of  the  book, 
as  a  condition  thereof;  and  it  did  not  authorize  or  protect 
the  bank  in  a  payment  to  a  stranger  whose  only  evidence 
of  authority  to  receive  payment  was  possession  of  the 
book.* 

Rules  May  be  Waived. 

The  right  to  draw  money  is  generaUy  explicit,  and  if 
not  qualified,  and  the  bank  agrees  to  pay  to  ihe  holder  of 
the  book  and  "the  book  is  the  order  of  withdrawal"  there 
is  no  question  but  that  the  bank  will  be  amply  protected 
in  payments  made  without  gross  negligence  according  to 
the  tenor  of  its  contract,  but,  if  otherwise,  the  payment  is 
at  its  own  peril.  The  reservation  that  "notice  of  with- 
drawal will  be  demanded,"  running  from  a  few  days  in 
some  States  for  lesser  amounts  to  ninety  days  in  others,  and 
for  greater  sums,  is  both  legal  and  reasonable,  but  the  bank 
may  make  daily  payments  without  waiving  the  right  to 
enforce  this  rule,  which  is  for  the  protection  of  the  de- 
positor as  well  as  the  bank.  The  bank  through  its  appro- 
priate officers  may  waive  the  right  to  notice  of  withdrawal 
stipulated  in  the  by-laws.t 

■Smith  vs.  briMkiyD  Savings  Bank,  101  N.  V.,  S8. 
tHudson  Ts.  Rosbuiy  Saving!  Inst.,  170  Mass^  S^i. 
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Payment  on  Presentation  of  the  Book. 

In  support  of  the  position  that  the  bank  vnll  be  pro- 
tected in  making  payments  in  accord  with  the  contract  it 
has  entered  into,  the  following  is  oflFered:  "In  most  sav- 
ings banks  there  is  a  rule  that  payments  made  to  the  per- 
son producing  the  book  shall  discharge  the  bank.  Such  a 
by-law  is  reasonable  and  discharges  the  bank  when  it  haA 
exercised  care  in  payment,  even  though  the  presenter  was 
a  thief.*  The  case  of  Schoenwald  vs.  Metropolitan  Sav- 
ings Bankt  is  in  point.  Here  was  a  German  girl  who  had 
saved  a  hundred  dollars.  The  money  went  into  the  bank, 
and  the  bank  book  into  her  trunk,  where  it  should  have 
stayed,  but  did  not.  The  bank  bargained  with  her  that  "it 
would  use  its  best  efforts  to  prevent  fraud,  but  would  pay 
upon  presentation  of  the  pass  book/'  The  book  was  stolen 
from  the  trunk  and  $60.00  withdrawn  upon  an  order  pur- 
porting to  be  signed  by  her.  In  court,  she  testified  that 
"the  writing  looked  like  hers,"  but  she  was  certain  that 
"she  never  signed  a  paper  like  that."  The  higher  court 
reversed  the  judgment  in  her  favor,  and  held  that  if  the 
bank  paid  upon  a  forged  order,  it  was  as  if  there  had  been 
no  order  at  all  and  the  bank  therefore  paid  upon  presenta- 
tion of  the  book,  which  it  had  a  perfect  right  to  do.  It  is 
an  open  question  in  this  instance  if  the  bank  used  its  best 
efforts  to  prevent  fraud^X  as  it  bargained  with  her  to  do, 
but  it  won  its  case  nevertheless. 

A  bank  by-law  providing  that  the  bank  will  not  be 
liable  for  loss  sustained  when  a  depositor  has  not  given 
notice  that  his  book  has  been  lost  or  stolen,  and  the  deposit 
is  paid  upon  presentation  of  such  book,  is  a  reasonable  and 
proper  regulation  for  the  protection  of  the  bank,  and  will 
protect  it  except  where  it  fails  to  exercise  reasonable  care 
under  facts  sufficient  to  excite  the  suspicion  of  a  prudent 
man  and  put  him  on  inquiry.  §  A  payment  on  a  forged 
order  bearing  a  signature  similar  to  that  of  the  depositor, 
accompanied  by  the  pass  book,  will  discharge  the  bank 
where  there  was  nothing  to  arouse  the  suspicion  of  the 


♦5  Cyc.  508. 

t57  N.  Y.  418. 

tThis  case  has  been  criticised  in  subsequent  decisions. 

SGifford  vs.  Rutland  Savings  Bank,  63  Vt.  108. 
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teller  or  put  him  on  inquiry,  as  a  reasonable  and  prudent 
man,  that  the  signature  was  forged.*  But  if  a  comparison 
by  the  officers  of  the  signature  of  an  impostor,  presenting 
the  pass  book,  with  the  signature  of  the  depositor  on  file 
in  the  bank  would  prevent  the  fraudulent  imposition,  then 
payment  without  comparison  and  without  requiring  proof 
of  identity  other  than  possession  of  the  book,  is  no  defense, 
even  though  a  by-law  authorizes  payment  to  the  holder  of 
the  pass  book.'f 

The  case  of  Appleby  vs.  Erie  Co.  Savings  Bank,J  is  of 
like  tenor.  The  bank  promised  only  ''to  endeavor  to  pre- 
vent  fraud/^  In  this  case  the  book  was  stolen  and  pre- 
sented at  the  teller's  window  by  one  assuming  to  be  the 
owner.  He  signed  his  name  at  the  customer's  desk,  and 
the  teller  carefully  compared  the  same  with  the  one  on  file, 
and  finding  nothing  to  excite  suspicion,  paid  over  the 
money.    The  payment  was  sustained. 

These  instances  and  quotations  will  suffice  to  establish 
the  point  that  a  bank  making  reasonable  rules  and  using 
reasonable  care  in  the  payment  of  money,  will  be  amply 
protected. 

What  Is  T>\jb  Care? 

To  establish  reasonable  care  the  following  would  seem 
to  be  requisite: 

1.  Possession  of  the  bank  book. 

2.  The  signature  must  agree  \^ath  the  bank's  file. 

3.  The  test  questions  must  be  answered  correctly. 

4.  Failing  in  these  definite  and  complete  identification 
should  be  required. 

5.  Nothing  to  excite  suspicion  and  place  the  bank  on 
inquir}\ 

6.  If  payment  is  by  order,  the  signature  must  corre- 
spond with  that  recorded  and  the  payee  should  be  identified. 

7.  If  by  power  of  attorney,  due  care  must  be  exer- 
cised to  see  that  it  is  correct  and  authentic,  and  pertains 
to  the  particular  transaction,  and  that  the  principal  is  still 
living. 


"Langdnle  vs.  Citizens  Bank,  121  Ga.  105. 
fLadd  vs.  Augusta  Savings  Bank,  96  Me.  510. 
te2  N.  Y.  12. 
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The  Depositor's  Side. 

Turning  next  to  the  depositor's  side,  we  shall  find  that 
the  usual  conditions  of  the  contract  are: 

1.  That  good  care  be  taken  of  the  book. 

2.  If  lost  or  stolen,  immediate  notice  must  be  given 
to  the  bank. 

3.  The  book  will  be  presented  at  every  transaction. 

4.  The  provisions  of  the  by-laws  are  accepted  and  the 
depositor  agrees  to  be  bound  thereby. 

The  depositor  undertakes  to  preserve  the  book  he  re- 
ceives  as  the  evidence  of  his  deposit,  to  present  the  same 
or  send  it  whenever  he  calls  for  a  payment,  to  give  notice 
if  it  he  stolen  or  lost,  or  failing  to  do  so,  to  claim  as  against 
the  institution,  nothing  which  shall  have  been  paid  in  good 
faith,  and  in  the  exercise  of  reasonable  care,  to  any  one 
presenting  it. 

On  the  other  hand,  a  payment  to  the  wrong  person, 
upon  presentment  of  the  book,  even  before  notice  of  loss, 
if  it  were  presented  under  such  circumstances  or  in  such  a 
manner  as  would  tend  to  excite  the  suspicions  or  put  an 
ordinary  man  of  prudence  upon  inquiry,  would  not  exoner- 
ate the  institution.  Its  officers  are  held  to  the  reasonable 
exercise  of  care  and  diligence.* 

The  payment  of  money  by  a  bank,  on  a  pass  book 
presented  by  a  stranger,  without  inquiry  as  to  his  identity, 
and  without  comparing  his  signature  with  that  of  the  real 
owner,  i^  negligence  which  is  not  excused  by  the  owner's 
negligent  loss  of  the  book.f 

A  by-law  providing  that  the  bank  will  not  be  liable  for 
loss  sustained  when  a  depositor  has  not  given  notice  that 
his  deposit  book  has  been  lost  or  stolen,  and  the  deposit  is 
paid  on  such  presentation,  is  a  reasonable  and  proper  reg- 
ulation, for  the  protection  of  the  bank,  and  will  protect  it 
except  where  it  fails  to  exercise  ordinary  care. 

In  the  case  of  G^ams  vs.  Bowery  Savings  Bank, J  pay- 
ment was  made  upon  letters  of  attorney  which  proved  to 
be  false,  and  did  not  pertain  to  the  payment  in  question. 
The  court  held  that  "Payment  by  a  savings  bank  of  a 

^Sullivan  vs.  Lewiston  Savings  Bank,  56  Me.  507. 
t Brown  vs.  Merrimac  River  Sav.  Bk.,  67  N.  H.,  549. 
JNew  York  Savings  Bank  Cases,  No.  35. 
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deposit  to  a  person  not  entitled  to  receive  it,  even  though 
he  may  have  possession  of  the  book  and  present  it,  will  not 
discharge  the  bank  if  at  the  time  of  payment  a  fact  or  cir- 
cumstance was  brought  to  the  knowledge  of  the  bank  offi- 
cers calculated  to  excite  suspicion  and  inquiry  by  a  careful 
person";  and  in  this  instance  they  failed  to  make  inquiry 
and  to  use  due  care,  and  the  deposit  had  to  be  paid  twice. 

Of  like  import  was  the  case  of  Allen  vs.  Williams- 
burgh  Savings  Bank,*  in  which  the  account  stood  in  the 
name  of  the  husband,  while  the  book  was  presented  by  a 
female,  his  wife,  with  a  forged  order.  This  was  prima 
facie  notice  that  the  book  did  not  belong  to  the  one  pre- 
senting it,  and  would  have  placed  a  careful  man  on  in- 
quiry. FaiUng  in  this,  they  assumed  the  risk  of  forgery 
(always  operating  against  the  bank)  and  paid  the  check. 
The  signature  resembled  that  of  the  real  depositor,  but  was 
enough  at  variance  to  excite  suspicion.  Here  the  bank 
agreed  '7o  use  its  best  efforts  to  prevent  fravd/*  which  the 
jury  seemed  to  think  it  had  not  done,  and  gave  verdict  ac- 
cordingly, and  the  higher  court  sustained  the  finding.  Hav- 
ing paid  on  a  forgery,  it  certainly  did  not  pay  the  deposi- 
tor in  person,  nor  on  his  order,  nor  to  his  attorney,  and 
had  to  settle  the  same  debt  again.  In  full  accord  with  the 
last,  is  the  case  of  Kummel  vs.  Germania  Savings  Bank,t 
where  the  bank  agreed  to  pay  only  the  depositor  or  his 
attorney,  but  added,  "the  bank  will  not  be  responsible  for 
fraud  committed  upon  its  depositors  in  producing  the  pass 
book  and  drawing  money  without  the  knowledge  or  con- 
sent of  the  owner."  Here  was  another  German  who  had 
a  bank  account  and  the  book  got  into  other  hands.  The 
first  payment  was  made  by  the  cashier,  who  simply  asked 
the  man  where  he  lived.  In  the  other  payment,  a  diflFer- 
ence  was  noted  in  the  signature  and  the  man  was  asked 
if  he  could  not  write  a  better  hand,  to  which  he  replied  that 
he  "was  not  feeling  well."  Not  using  the  care  that  a  care- 
ful and  diligent  man  should,  this  bank,  like  the  Williams- 
burgh,  lost  its  case. 

Having  foimd  the  Telationship  between  the  bank  as  a 
corporation  and  its  depositors,  and  vice  versa,  let  us  in- 
quire briefly  into  the  relationship  established  between  the 

•New  York  Savings  Bank  Cases,  No.  34. 
tl27  N.  Y.  488. 
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trustees  as  individuals  or  managing  officials  and  the  depos- 
itors. 

Trustees  and  Their  Liability. 

The  position  of  the  managers  of  the  bank  is  somewhat 
as  follows: — Savings  banks  officers  cannot  assume  respon- 
sibilities or  enter  into  contracts  or  transactions  so  as  to 
bind  the  bank,  unless  such  acts  are  clearly  incidental  to 
their  duties.*  The  true  rule  is  that  such  trustees  are  bound 
to  the  exercise  of  ordinary  care  and  prudence, — that  degree 
of  care  and  prudence  that  men  prompted  by  self  interest 
generally  exercise  in  their  own  affairs. t  The  trustees  are 
bound  to  observe  the  limits  placed  upon  their  powers  in  the 
charter  (or  in  the  statute)  and  if  they  transcend  such  lim- 
its, and  cause  damage,  they  incur  liability.  If  they  act 
fraudulently  and  do  a  wilful  wrong,  it  is  not  doubted  they 
may  be  held  for  all  damages  they  cause  to  the  bank  or  to 
the  depositors.  But  if  they  act  in  good  faith  within  the 
limits  of  the  powers  conferred,  using  proper  prudence  and 
diligence,  they  are  not  responsible  for  mere  mistakes  or 
errors  of  judgment. J  Trustees  must  bring  to  the  discharge 
of  their  duties  ordinary  competency,  together  with  reason- 
able diligence  and  care.§ 

Responsible  Only  When  Negligent. 

The  trustees  of  savings  banks  are  personally  responsi- 
ble for  frauds  and  losses  resulting  from  gross  negligence 
and  inattention  to  the  duties  of  their  trust.  They  must 
know  the  fundamental  law  controlling  the  bank  and  can 
be  excused  only  when,  and  after  taking  due  care  to  under- 
stand the  provisions  of  the  law,  they  honestly  mistake  the 
same.  II  The  trustees  and  directors  of  savings  banks  must 
observe  good  faith  and  ordinary  prudence  in  executing  the 
trust  imposed  in  them.lT  The  managers  of  such  institutions 
occupy  the  positions  of  holders  of  a  public  trust  of  a  be- 


*Grerly  vs.  Nashua  Savings  Bank,  63  N.    H.  145. 

t^4  Am.  and  Eng.  Ency.  of  Law,  124S.    3nd  ed. 

JHun.  vs.  Gary,  82  N.  Y.  65. 

S Williams  vs.  McKay,  46  N.  J.  Eq.  25. 

1 1  Marshall  vs.  Farmers  Savings  Bank,  85  Va.  676 

llUnion  Nat.  Bank  vs.  Hill,  148  Mo.  380. 
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nevolent  nature,  and  it  is  their  duty  to  preserve  and  foster 
the  object  of  their  trust  with  a  reasonable  zeal.* 

So  far  as  the  trustees  are  concerned  they  say  to  the  de- 
positors: "We  are  not  the  bank  (if  it  is  a  mutual  con- 
cern), you  are  the  hank,  and  we  are  your  representatives, 
your  managers,  your  benefactors.  Leave  us  your  money 
and  we  will  take  good  care  of  it  and  put  it  where  it  will 
not  be  stolen  or  burned.  We  will  not  keep  it  idle  longer 
than  necessary,  but  invest  it  according  to  law,  and  our  best 
judgment.  We  will  pay  it  back  to  you  according  to  the 
terms  of  our  contract,  but  if  losses  attend  through  error 
of  judgment  in  investments,  or  otherwise,  and  we  have  not 
been  negligent  in  any  wise, — the  loss  is  yours  and  not  ours. 
Whatever  profit  may  attend  the  investment  of  your  money, 
will  come  back  to  you  as  interest,  or  may  be  held  in  a  sur- 
plus fimd  for  your  benefit  and  protection.  We  cannot  (ex- 
cept in  stock  savings  banks)  share  the  profits,  it  is  not  just 
that  we  should  bear  the  losses,  save  by  betrayal  of  our 
trust." 

As  long  as  the  trustees  of  mutual  savings  banks  keep 
within  the  law  their  responsibility  is  moral  rather  than 
legal.  In  Minnesota,  the  savings  bank  trustees  are  re- 
quired to  file  bonds  in  the  sum  of  $5,000  each  with  the 
banking  department  as  evidence  of  good  faith,  but  this  is 
the  exception.  In  most  of  the  States,  oaths  of  office  are 
required,  but  even  in  New  York,  with  the  best  savings 
bank  law  in  the  land,  this  formality  was  not  required  until 
the  vear  1908. 

In  some  States,  as  in  New  Hampshire,  the  trustees  are 
liable  to  the  bank  and  depositors  for  "any  loss  that  may 
attend  an  illegal  investment  which  has  had  their  sanction." 

Enough  has  been  cited  in  authority  to  demonstrate: 
That  the  relationship  is  contractual.  That  the  bank  must 
use  due  care  in  making  payment  of  despositors'  money. 
The  bank  man  must  be  careful  not  to  make  a  contract  that 
he  does  not  expect  to  fulfill.  He  must  be  mindful  of  his 
terms  and,  while  in  all  good  intention  to  protect  the  de- 
positor, not  attempt  the  impossible,  nor  assume  too  much. 
The  depositor  owes  something  to  the  bank,  and  that  is  to 
take  all  due  precaution  that  his  book,  his  contract,  does  not 
get  into  evil  hands,  and  if  so  to  give  prompt  notice  to  the 


•Barrett  vs.  Bloomtleld  Savings  Inst.,  64  N.  J.  Eq.  425. 
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bank  that  they  may  be  on  guard, — otherwise  he  is  per- 
fectly protected. 

Having  therefore  found  a  mutual  responsibility,  it  is 

indeed  a  mutual  institution.  The  depositor  stands  in  a  pe- 
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culiar  position  to  the  bank  and  it  to  him.  He  has  more 
than  a  passing  interest  in  its  welfare,  for  it  is  in  fact  "his 
bank"  and  he  is  vitally  interested  in  all  it  does. 


CHAPTER  XIII 

DEPOSITS 

The  savings  bank  teller,  in  fact,  any  bank  teller,  is  an 
important  personage.  Mo  one  in  the  roster  of  the  bank  is 
more  vitally  concerned  in  the  success  of  the  institution  than 
he.  The  little  window  at  which  he  stands  in  receipt  of  cus- 
tom is  the  pivotal  point  around  which  the  work  of  the 
whole  bank  revolves.  It  is  the  meeting  place  of  the  bank 
and  its  patrons.  The  president  may  be  buried  under  a  stack 
of  bonds  and  stocks,  and  the  secretary  absorbed  in  the 
mysteries  and  intricacies  of  a  report,  but  the  teller  cannot 
be  hid.  While  one  customer  meets  the  president  and  two 
the  secretary,  the  multitude  comes  into  personal  and  inti- 
mate contact  with  the  man  in  the  cage.  It  is  he  who  makes 
friends  or  enemies  for  his  institution.  If  a  patron  goes 
away  from  the  window  with  a  smile  and  kindly  feeling  in 
liis  heart,  it  is  because  he  has  been  pleased  with  the  treat- 
ment of  the  "man  behind;"  if  he  goes  away  with  a  feeling 
of  enmity,  it  may  be  and  often  is,  the  fault  of  the  man 
who  received  or  paid  his  money.  How  important,  there- 
fore, is  tliis  man,  and  how  essential  that  he  have  the  qual- 
ities that  make  for  success!  When  we  remember  that  the 
savings  bank  is  not  a  necessity  like  the  "business  bank"; 
that  its  depositors  visit  it  infrequently;  that  it  draws  its 
custom  from  miles  around  and  that  people  not  only  can 
afford  to,  but  do,  travel  long  distances  in  order  to  deposit 
with  the  bank  of  their  choice,  the  work  of  the  teller  in  both 
building  up  and  holding  the  clientele  becomes  of  no  little 
importance. 

The  Teller's  Qualifications. 

It  is  not  the  purpose  at  this  time  to  go  extendedly  into 
the  teller's  qualifications.  That  is  an  old  subject  and  more 
or  less  threadbare.  Suffice  it  to  say  that  in  a  savings  bank 
he  should  be  a  man  of  tact  and  patience,  for  he  deals  with 
a  class  of  people  unacquainted,  as  a  rule,  with  the  ways  of 
business  and  banking,  and  will  often  have  his  patience 
sorelv  tried.     He  should  have  courteous  consideration  for 
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their  shortcomings  and  "rememher  their  bonds."  In  large 
banks  he  will  need  to  work  under  j)ressure  at  times,  and 
must  have  a  cool  head,  a  steady  hand,  and  a  physique  that 
will  stand  a  strain.  Rapidity  and  accuracy  will  be  much  in 
demand  at  interest  time  when  the  rush  is  on  and  the  multi- 
tudes are  storming  the  banks,  for  in  some  places,  notably 
New  York,  during  the  ten-day  interest  periods  in  January 
and  July  police  protection  has  to  be  invoked  in  order  to 
handle  the  crowds. 
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In  many  banks  he  will  be  what  has  been  so  aptly  termed 
the  "Bank's  Department  of  Mercy."  He  will  be  the  con- 
fidant and  advisor  of  many  who  have  learned  to  know  and 
trust  him.  His  aflfability  will  make  him  and  his  bank  many 
friends.  His  knowledge  of  current  events  will  make  his 
opinion  respected.  His  acquaintance  with  securities  will 
make  him  the  safe  counsellor  of  those  who  seek  his  advice 
regarding  contemplated  investments.  His  habits  and  char- 
acter will  make  him  a  leading  citizen,  a  credit  to  the  bank 
and  himself.  Let  him  realize  how  important  is  liis  office, 
how  helpful  he  can  make  it  in  the  lives  of  those  with  whom 
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he  comes  in  contact,  ever  mindful  of  the  fact  that  he  is  a 
public  sen^ant — the  connecting  link  between  his  bank  and 
the  public — an  office  not  to  be  despised  in  its  broad  oppor- 
tunities to  render  opportune  and  helpful  senice  with  no 
other  thought  of  reward  than  a  sense  of  peculiar  privileges 
well  taken  advantage  of. 

His  Money  and  the  Bank's. 

It  is  an  acknowledged  fact,  that  to  the  bank  man,  money 
in  the  till  has  a  different  meaning  than  that  in  the  pocket. 
His  cash  on  hand  is  merchandise, — valuable  and  expensive 
merchandise,  to  be  sure,  but  nevertheless  a  commodity, — 
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FORM    15. — DEPOSIT   TICKET. 

stock  in  trade.  As  one  teller  puts  it,  "A  dollar  in  my 
pocket  feels  as  big  as  a  stove  lid,  while  a  dollar  in  the  till 
is  no  bigger  than  a  tin  whistle."  But  over  this  commodity 
he  must  have  constant  and  careful  thought.  It  is  his  buga- 
boo. It  is  with  him  in  sleep  as  well  as  in  his  waking 
moments.  Did  he  lock  the  safe?  Did  he  leave  out  the  sil- 
ver? Did  he  set  the  time  lock  properly?  No  great  dam- 
age if  he  did  forget  the  silver,  but  if  he  missed  the  time,  or 
left  the  vault  door  open  it  might  stamp  him  as  careless  and 
carelessness  is  no  part  of  a  bank  man's  outfit. 

The  Abt  of  Counting  Money. 

Counting  money  is  a  fine  art  and  one  of  the  teller's 
main  assets.  It  should  be  done  quickly  and  gracefully  and 
without  fatigue.    It  can  best  be  learned  by  practice,  but  a 
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few  general  directions  may  not  be  out  of  place.  Accord- 
ing to  M.  F.  Bauer,  paying  teller  of  the  American  Ex- 
change National  Bank,  New  York,  "The  beginner  should 
watch  and  study  his  movements  while  counting  bill  after 
bill ;  he  should  count  carefully  and  slowly  and  try  to  execute 
ever}''  movement  with  precision  and  economy,  and  let  his 
aim  be  to  be  accurate  and  precise,  even  if  a  slow,  counter. 
Speed  will  develop  unconsciously,  and  also  the  other  qual- 
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ities.  .  .  .  Almost  every  one  when  starting  as  a  money 
counter  has  the  idea  that  a  big  swing  of  the  arm  is  proper 
in  order  to  draw  the  bills  from  the  hand  on  the  besk  before 
him ;  this,  however,  is  a  waste  of  both  energy  and  time.  The 
newcomer  in  our  department  is  taught  counting, — and  in 
order  to  become  expert  at  it — to  take  up  a  lot  of  bills 
about  an  inch  thick  and  hold  them  in  the  palm  of  his 
left  hand  between  the  thumb  and  extended  four  fingers, 
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three,  or  at  the  very  most,  four  inches  above  the  desk.  He 
places  the  bills  so  that  the  thumb  is  about  over  the  middle. 
In  order  to  proceed  with  the  counting  he  shoves  the  top- 
most bill  forward  with  the  left  thumb  over  the  edge  of 
the  lot,  while  with  a  slight  bending  motion  of  the  other  four 
fingers  restrains  the  other  bills  of  the  lot.  The  bill  is 
at  once  seized  with  the  thumb  and  index  finger  of  the  right 
hand  and  by  the  same  pulled  away  and  deposited  on  the 
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FOIM   17. — BECEIPT  TICKET  ADAPTED  FOR   SEVERAL    PURPOSES. 


desk.  During  the  pulling  the  left  hand  moves  a  little  to 
the  side  away  from  the  right  hand,  so  as  to  expedite  the 
process  of  separating  the  bill  from  the  lot."  Tellers  as  a 
rule  count  by  units — that  is  to  say  taking  five  as  a  unit,  a 
ten  would  be  two  units;  a  twenty,  four  units,  etc.,  and  this 
avoids  the  possibility  of  skipping  a  hundred  in  verifying 
packages  of  money.  Bills  are  usually  strapped  in  packages 
of  fifty  bills  of  one  denomination;  thus  fifty  I's,  fifty  5's, 
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lO's,  etc.,  and  proven  by  counting  the  number  of  bills  in  the 
l^ackages. 

The  Teixer  and  His  Task. 

The  work  of  the  savings  bank  teller  resolves  itself  into 
three  parts:  First,  he  must  make  an  accurate  record  of  all 
he  takes  in  or  pays  out;  second,  he  must  make  a  corre- 
sponding entry  in  the  depositor's  pass  book;  third,  he  must 
have  received  or  paid  the  cash  this  record  calls  for. 
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No  matter  how  extensive  the  business,  or  how  compli- 
cated the  system,  the  books  of  a  bank  or  mercantile  house 
can  be  kept  in  perfect  balance.  It  is  merely  a  matter  of 
bookkeeping.  But  with  the  cash  it  is  different,  an  error 
once  getting  through  undetected,  is  either  a  "short"  or 
an  "over"  and  must  he  held  in  a  "suspense  account"  until 
found,  or  charged  or  credited  to  j^rofit  and  loss,  unless  the 
bank  has  a  different  rule. 

The  transactions  in  a  savings  bank  with  depositors  are: 
First,  deposits;  second,  drafts;  third,  interest;  to  which 
might  be  added  transfers,  which  are  essentially  drafts  and 
deposits. 

In  many  banks  the  teller's  work  is  divided  into  receiv- 
ing  and  paying  departments,  and  the  two  kept  separate. 
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as  are  also  the  interest  payments  and  other  details  which  go 
to  make  up  the  cash,  but  for  present  purposes  it  will  suffice 
to  consider  the  department  as  a  whole  and  we  shall  treat  first 
the  receiving  of  a  deposit. 

Many  banks  endeavor  to  train  their  depositors  in  proper 
banking  methods,  and  request  them  to  keep  the  bills  flat, 
right  side  up,  denominations  separate  and  placed  in  the  pass 
book,  face  up.  Some  banks  will  not  take  odd  amounts 
(cents)  and  others  refuse  or  closely  restrict  deposits  by 
check,  the  acceptance  of  which  entails  considerable  risk  as  an 
endorser. 

Dealing  as  it  does  with  a  heterogeneous  mass  of  people, 
some  illiterate  and  others  unacquainted  with  the  ways  of 
banking,  it  is  not  the  rule  to  require  depositors  to  make  out 
their  own  tickets,  although  some  banks  encourage  this  prac- 
tice. Speaking  on  this  subject  before  the  New  York 
Chapter,  American  Institute  of  Banking,  President  Chas.  E. 
Sprague  of  the  Union  Dime  Savings  Institution  of  the 
same  city,  stated  that  his  bank  makes  it  a  practice  to  re- 
quire depositors  to  fill  out  their  own  tickets  and  is  slowly 
educating  them  up  to  this  point,  with  good  results.  No 
doubt  it  is  good  banking  to  require  this;  but  in  many  in- 
stances, especially  in  the  case  of  foreigners,  it  would  be 
impossible  to  enforce  the  rule.  It  is,  however,  the  general 
custom  to  verify  the  amount  by  word  of  mouth,  but  the 
written  instrument  in  the  depositor's  handwriting  would, 
in  law,  be  much  better.  In  the  Onondaga  County  Savings 
Bank  of  Syracuse,  depositors  are  required  to  make  their 
own  tickets  and  after  two  years'  training  do  so  most  suc- 
cessfully. The  guard  helps  those  who  cannot  write  and 
goes  down  the  line  giving  depositors  pads  of  deposit  tickets 
and  indelible  pencils. 

"The  first  step,"  says  BoUes'  Modern  Law  of  Banking, 
**in  making  a  deposit  is  to  enter  the  items  ...  on  a 
slip  prepared  for  that  purpose  by  the  bank.  These  entries 
are  made  by  the  depositor  himself  or  his  agent,  and  not  by 
an  officer  of  the  bank,  and,  being  original,  are  the  highest 
evidence  in  any  subsequent  dispute.  But  a  bank  that  re- 
ceives a  deposit  without  such  a  ticket  is  none  the  less  liable/' 

The  deposit  tickets  of  savings  banks  are  in  as  wide  va- 
riety as  the  neckties  in  a  haberdasher's  window.  They  may 
be  found  in  all  shapes  and  colors  and  sizes  and  with  a  large 
variety  of  ideas  intended  to  act  as  a  check  upon  the  work. 
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•The  usual  data  is,  number  of  account,  name,  date,  items 
and  total  amount  deposited,  with  such  additional  matter 
as  experience  would  suggest.  Of  the  many  at  hand,  but  a 
representative  few  are  herewith  shown. 

Making  a  Deposit. 


Handing  the  money  to  the  teller,  the  depositor  is  asked 
"How  much,  please?"  and  the  mill  begins  to  grind.  In  or- 
der that  the  entry  about  to  be  made  on  the  book  may  tally 
with  the  ticket  and  subsequently  with  the  deposit  ledger 
of  the  bank,  many  systems  have  been  devised.  They 
are  as  varied  as  savings  banks  are  numerous.  It  goes  with- 
out saying  that  whatever  the  system,  it  should  not  be  some 
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scheme  of  duplication^  Of  what  avail  is  it  to  make  two 
tickets  J  which  may  both  be  wrong?  The  logical  method 
is  to  devise  a  plan  which  will  act  as  a  check.  Doing  the 
same  work  twice,  it  may  be,  but  doing  it  the  second  time 
some  other  way. 

In  the  Paterson  Savings  Institution  (New  Jersey)  the 
tellers  never  make  an  entry  on  the  depositor's  hook.  The 
bookkeepers  receive  the  pass  books,  compare  them  with  the 
ledgers,  make  out  the  ticket,  make  the  entry  on  the  book, 
and  initial  the  deposit  slip  under  "Clerk  at  Desk."  (Form 
22.)  The  clerk  makes  the  same  initial  on  the  pass  book. 
The  pass  book  is  then  passed  to  one  of  the  tellers,  who  re- 
ceives the  money  from  the  depositor,  who  in  turn  receives 
his  pass  book  with'  the  proper  entry.  The  teller,  for  the 
purposes  of  his  money  proof,  enters  in  a  book  conveniently 
ruled,  the  number  of  the  pass  book  and  the  sum  received 
as  indicated  by  the  pass  hook  entry.  The  deposit  slips  are 
taken  by  a  junior  clerk  during  the  day  and  copied  in  an- 
other book,  and  this  clerk  places  his  initials  after  the  word 
"Entered"  on  the  slip.  The  total  shown  by  this  book  at 
the  close  of  the  day  must  agree  with  the  teller's  list  of  the 
same  transactions.  No  instance  has  ever  been  known  in 
this  bank  where  teller  and  the  bookkeepers  have  made  the 
same  mistake. 

A  Mechanical  Telij:r. 

Without  doubt  the  nearest  absolute  check  upon  a  receiv- 
ing teller  is  the  "mechanical  teller,"  which  has  been  in  use 
iii  the  Union  Dime  Savings  Bank  of  New  York  for  over 
fifteen  years.  It  is  really  a  special  adding  machine  which 
makes  its  own  entry  in  the  pass  book  of  the  depositor. 
And  while  it  credits  the  depositor  it  debits  the  teller,  and 
he  must  account  for  all  that  he  credits  in  the  pass  books. 
As  the  money  comes  in  with  a  ticket  properly  made  out, 
the  book  is  placed  in  the  machine  and  the  number  keys 
are  pressed  and  likewise  the  amount  keys,  and  upon  press- 
ing an  electric  button  the  wheels  revolve,  making  the  en- 
try on  the  book,  in  the  machine  and  on  a  tape.  The  tape 
is  cut  apart  at  the  end  of  the  day  and  pasted  into  a  book, 
and  this  becomes  the  teller's  receipt  of  cash,  for  which  he 
must  account  to  the  institution.  By  taking  from  the 
amount  at  the  close  of  the  day  that  which  the  machine 
called  for  at  the  opening  of  business,  the  amount  received 
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from  depositors  is  shown,  and  this  added  to  the  cash  on 
hand  at  the  opening  of  business  is  the  amount  required. 
(See  form  25  for  this  proof  of  deposits.)  In  making  pay- 
ments the  same  process  is  gone  through,  although  the  fig- 
ures are  further  to  the  right.  (See  form  1  for  reproduc- 
tion of  a  pass  book  of  this  bank.) 

As  stated  by  President  Sprague  in  a  letter  to  the  com- 
mittee on  auditing  of  the  American  Bankers'  Association,* 
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Savings  Bank  Section,  "The  teller  is  charged  with  and  is 
responsible  for:  1.  The  debit  entry  in  the  depositor's  pass 
book,  which  the  depositor  may  be  trusted  to  verify.  2.  The 
entries  on  the  tape,  which,  when  cut,  and  pasted  in  a  book, 
form  a  journal  of  the  amounts  to  be  credited  to  the  de- 
positor's accounts.  3.  By  the  total  over  which  the  teller  has 
no  control  and  which  must  be  corroborated  by  the  bookkeep- 
er's work." 


♦Page  25,  report  for  1907. 
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Triangular  Method. 

In  the  Greenwich  Savings  Bank,  (N.  Y.),  transactions 
with  depositors  are  proven  triangularly.  The  money  is  re- 
ceived by  one  teller  or  his  assistant,  and  by  such  person  is 
kept  until  the  end  of  the  day.  The  entry  is  made  by  that 
clerk  in  the  pass  book  of  the  depositor.  A  ticket  is  also 
made  out.  The  pass  book  is  given  to  the  journal  clerk, 
whose  duty  it  is  to  copy  upon  a  form  of  journal  sheet  the 
entry  as  he  may  find  it  on  the  bank  book,  not  knowing 
whether  such  entry  made  by  the  teller  is  correct  as  to 
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FORM    23. — DEPOSIT    TICKET    WITH    ASSENT    TO    BY-LAWS. 


amount  or  as  to  character  of  transaction.  The  journal 
clerk  simply  copies  what  he  finds  there  entered.  Then  he 
(the  journal  clerk)  initials  such  entry  on  the  pass  book, 
and  passes  the  book  to  the  chief  teller.  When  the  receiv- 
ing teller  passed  the  book  to  the  journal  clerk,  he  passed 
the  ticket  made  out  by  himself  to  the  chief  teller's  ksk. 
The  chief  teller,  or  his  assistant,  having  listed  this  ticket, 
now  compares  it  and  the  listing  with  the  pass  book  entry, 
and  the  transaction  being  verified  by  the  depositor,  the 
bank  book  is  returned  to  him.  The  money  is  in  the  hands 
of  the  person  who  first  waits  upon  the  customer.  The 
copy  of  the  hank  hook  entry  is  on  the  journal  sheets.  The 
copy  of  the  ticket  is  listed  at  the  chief  teller's  desk  The 
receiving  clerk  also  keeps  a  list,  with  which  the  moneys  in 
his  hands  at  the  end  of  the  day  should  tally.  The  triangu- 
lar proof  being  made,  the  journal  sheet  is  divided  at  the 
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line  of  perforation,  the  stub  remaining  containing  simply 
the  number  of  the  account  and  the  name  of  the  depositor. 
The  portion  taken  off  contains  columns  of  deposits  and 
drafts.* 

Deposits  in  the  Boweey  Savings  Bank. 

In  the  Bowery  Savings  Bank  (New  York),  the  depos- 
itor hands  in  his  pass  book  with  his  deposit,  to  the  teller, 
who  enters  on  a  ticket  the  number,  name  and  amount, 
makes  the  proper  entry  on  the  pass  book  and  passes  both 
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FORM    24. — DEPOSIT   TICKET    WITH    STUB. 

hook  and  ticket  to  the  cash  book  clerk,  who  sees  that  the 
entries  on  the  ticket  and  pass  book  agree,  and  asks  the  de- 
positor his  name  and  the  amount  deposited,  before  return- 
ing his  book.  By  this  system  of  passing  the  transaction 
through  the  hands  of  a  second  man,  a  check  is  maintained 
as  to  the  teller's  correctness,  and  he  is  enabled  to  work  with 
an  easy  mind,  knowing  that  should  an  error  escape  him 
it  will  be  detected  and  rectified  before  the  pass  book  leaves 
the  bank. 

A  Boston  Plan. 

The  Wildey  Savings  Bank  of  Boston  has  the  following 
system : 

a.  The  receiving  teller  takes  money  and  deposit  book, 
counts  money  and  states  to  depositor  the  amount,  which  the 
depositor  verifies  by  assent. 


From  letter  by  James  Quinlan,  president. 
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b.  Enters  on  slip  the  book  number,  name  of  depositor 
and  amount  of  deposit. 

c.  If  the  last  dividend  is  entered  on  the  book,  it  is 
assumed  to  be  correct,  and  the  balance  shown  thereon  is 
entered  on  slip;  otherwise,  the  book  is  compared  with  ledger 
card  and  written  up  to  date  before  the  balance  is  entered. 

d.  The  slip  is  added,  deposit  and  total  entered  on  book, 
book  returned  to  depositor  and  slip  hung  on  hook  at  tel- 
ler's window. 

A  Baltimore  Idea. 

In  the  Eutaw  Savings  Bank,  Baltimore,  the  receiving 
teller  ascertains  the  amount  of  deposit,  receives  book  and 
money,  and  verifies  amount  named  by  depositor;  enters 
amount,  number  of  pass  book,  and  depositor's  name  on 
ticket;  enters  in  scratcher  from  ticket,  number  of  book 
and  amount,  and  passes  book  and  ticket  to  his  assistant. 

Totals  of  his  scratcher  must  agree  with  totals  of  assist- 
ant's sectional  sheets. 

The  assistant  receiving  teller  receives  pass  book  and 
ticket  from  receiving  teller,  and  asks  depositor  amount  of 
deposit;  enters  amount  and  his  signature  in  pass  book; 
enters  in  sectional  register  from  pass  hook,  number,  name 
and  amount,  and  hands  book  to  depositor. 

Another  Triangle. 

* 

The  New  Bedford  (Mass.)  Savings  Institution  uses 
three  windows  for  receiving  deposits,  with  three  clerks  to 
handle  the  work.  The  depositor  presents  his  pass  book 
at  window  No.  1,  where  the  clerk  takes  it  and  adds  the  in- 
terest, if  any  is  due,  and  makes  out  the  deposit  slip,  with 
date,  number  and  the  amount  the  depositor  says  he  wishes 
to  deposit,  and  passes  the  book  and  slip  back  to  the  depos- 
itor, who  takes  them  to  wndow  No.  2,  where  the  receiving 
teller  takes  the  book,  slip  and  money,  checks  the  slip,  and 
enters  the  amount  in  the  pass  book,  which  he  passes  to 
the  clerk  at  window  No.  3,  who  copies  the  number  and 
name  and  amount  in  the  journal  of  deposits,  and  returns 
the  book  to  the  depositor.  The  receiving  teller  retains  the 
slip  with  the  money  until  he  can  count  it  again,  when  he 
cheeks  the  slip  and  still  later  checks  the  journal  from  his 
slips. 
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The  following  is  a  pen  picture  of  a  large  metropolitan 
bank's  teller's  window  during  a  normal  day: 

Tarry  a  moment  here  and  watch  the  operations  of  the 
desk,  which  it  takes  experienced  hands  less  time  to  per- 
form than  it  does  to  relate.  The  teller  receives  the  money, 
makes  out  a  deposit  ticket,  enters  the  amount  in  the  pass 
book,  notes  the  same  on  a  numbered  blotter,  stamps  the 
ticket  with  a  "date  and  number  stamp"  and  then  gives  book 
to  journal  clerk  and  the  ticket  to  the  paying  teller.  The 
depositor  is  asked  to  be  sealed  for  a  moment  until  the  last 
mentioned  have  taken  account  of  the  transaction.  The 
pass  book  is  then  returned  to  the  depositor,  who  is  obhged, 
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as  a  matter  of  verification,  to  state  the  amount  deposited 
to  the  teller.  In  case  pass  books  come  to  the  tellers 
with  interest  not  entered  or  in  want  of  balancing,  the  teller 
places  the  book  in  a  small  compartment  within  arm's  reach. 
A  goodly  number  of  interest  clerks  at  once  charge  them- 
selves with  writing  up  these  books.  In  the  busy  season 
the  interest  and  balance  work  on  pass  books  is  begun  be- 
fore ten  o'clock,  while  the  depositors  are  seated,  and  is 
continued  in  the  same  manner  during  business  hours,  so 
that  everj'  book  coming  to  the  teller's  desk  is  ready  for  the 
day's  transaction.* 

■Charles  I..  Seibert,  Greenwich  Savings  Batdc,  In  the  "Borfikeeper." 
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In  Philadelphia. 

The  Philadelphia  Savings  Fund  Society,  which  has  up- 
wards of  250,000  depositors,  furnishes  the  following  de- 
scription of  its  method  of  receiving  deposits,  both  new 
and  subsequent: 

New  accounts  are  taken  at  a  special  desk,  where  all 
information  is  given  before  opening  the  account.  The  teller 
receives  the  deposit,  enters  the  amount  on  a  slip  bearing 
the  printed  number  of  the  new  account;  a  short  slip  with 
the  number  only,  is  given  to  the  depositor,  who  hands  it  to 
a  clerk,  where  the  signature  and  other  particulars  are  taken 
on  a  card  of  the  same  number.  The  name  is  then  printed 
on  depositor's  book  and  deposit  slip  (carbon  copy)  at  the 
same  time  by  typewriter  and  deposit  entered  in  book.  An- 
other clerk  verifies  the  book  and  entry  before  giving  to  de- 
positor. 

All  subsequent  deposits  are  received  at  the  regular  re- 
ceiving department.  The  teller  enters  the  amount  only  on 
the  deposit  slip,  places  slip  in  the  pass  book;  an  assistant 
gives  credit  for  the  amount  in  the  book  and  passes  the 
same  to  a  clerk  who  writes  out  a  duplicate  ticket  with 
the  number  of  the  account  and  the  initials  of  the  depositor 
and  lists  the  amount  on  adding  machine  No.  1,  which 
serves  as  the  cash  book,  while  a  third  clerk  enters  the  name 
of  depositor  and  the  number  of  account  on  the  original 
deposit  ticket,  examines  the  entry  and  verifies  it  before  it 
is  handed  to  the  depositor. 

These  deposit  tickets  are  now  listed  on  adding  machine 
No.  2,  compared  with  the  addition  of  machine  No.  1,  and 
with  the  duplicates  handed  to  the  bookkeepers  for  post- 
ing.    From  the  dunlicates  the  postings  are  verified. 
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CHAPTER  XIV 

WITHDRAWALS 

The  foregoing  systems  relate  to  deposits  only.  Receiv- 
ing is  easy  as  compared  with  paying.  In  receiving,  no 
questions  are  asked  as  to  whether  the  money  is  "tainted" 
or  not;  whether  it  was  honestly  earned  or  stolen;  whether 
the  holder  is  an  honest  man  or  a  crook;  whether  he  be  Jew 
or  Gentile,  rich  or  poor,  thrifty  or  spendthrifty,  good,  bad 
or  indiflFerent.  Money  in  hand  is  the  only  credential.  If  he 
has  no  pass  book, — ^give  him  one;  if  he  has  a  book  in  his 
hand,  take  it  for  granted  that  he  is  the  owner. 

And  here  it  is  that  the  distinction  comes  in  between  the 
savings  bank  and  the  bank  of  discount.  In  the  latter,  in- 
troduction is  often  required,  as  a  guarantee  of  good  be- 
havior afterward,  while  the  savings  bank  asks  nothing  but 
the  pedigree  of  the  depositor.*  The  commercial  bank  deals 
largely  with  men  of  affairs  and  acquainted  with  the  ways 
of  business.  The  savings  bank  deals  in  the  main  with  those 
partially  and  often  totally  ignorant  of  banking  rules  and 
principles. 

The  trouble  lies  right  here:  The  depositors  go  out  of 
the  savings  bank  with  evidences  of  debt  in  their  hands  that 
are  of  value  and  easily  negotiable,  and  frequently  the  cause, 
or  the  medium,  of  forgery  and  fraud.  It  therefore  be- 
hooves the  man  in  the  cage  who  hands  out  the  money  to 
have  a  care  that  he  does  not  pay  the  wrong  person.  Due 
care  must  be  used  or  the  bank  will  be  liable.  What  is  due 
care  depends  upon  circumstances,  and  in  a  previous  chapter 
this  subject  has  been  treated  at  length.  Suffice  it  to  say, 
that  the  test  questions  which  were  recorded  at  the  time  of 
opening  the  account  are  for  the  identification  of  the  depos- 
itor. These  must  be  asked  and  signature  compared  Mith 
signature  on  file,  and  if  any  discrepancy  is  noted,  payment 


*ln  some  of  the  early  English  banks,  before  the  depositor  was  allowed  to  open 
account,  his  pedigree  was  closely  investigated,  and  if  acceptable,  the  rate  of 
interest  the  bank  would  pay  him  was  determined. — Lewin's  History  of  Savings 
Banks  in  England  and  Ireland. 
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must  not  be  made  until  the  bank  is  certain  and  satisfied 
with  the  identification  of  the  party  presenting  the  book. 

To  THE  Teller:     Take  Care! 

The  usual  rule,  to  be  found  in  almost  all  savings  bank 
books  is  that  "payment  will  be  made  to  the  one  presenting 
the  pass  book."  And  many  cases  have  been  fought  out 
along  this  line  of  defense;  but  in  a  majority  of  the  in- 
stances, the  bank  was  hound  to  show  it  had  used  due  care 
in  viaking  the  payment,  a  position  which  it  could  not  sus- 
tain. The  teller  therefore  cannot  hand  out  money  to  who- 
soever  passes  in  a  book  and  says,  "Give  me  my  money!"  It 
mav  not  be  "mv  monev." 
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As  a  general  rule,  savings  banks  the  country  over  eon- 
tract  with  their  depositors  to  pay,  first,  to  the  depositor  in 
person;  second,  on  the  depositor's  order;  third,  on  the  order 
of  a  duly  authenticated  attorney  of  the  depositor;  fourth, 
at  death,  to  the  legal  representative  of  the  depositor.  And 
in  all  cases  the  possession  of  the  book  is  necessary.  But  in 
over-zealousness  to  be  philanthropic,  some  banks  have  also 
agreed  to  use  "best  eflForts,"  "due  care,"  "every  precaution 
to  prevent  fraud,"  etc.,  but  would,  as  stated  above,  pay 
upon  presentment  of  the  book.  As  a  matter  of  law,  pay- 
ment made  to  one  presenting  the  book  is  good  if  made  with 
due  care;  but  without,  it  rarelij  will  stand  in  court*  To 
continue  this  phase  of  the  subject  would  aflFord  a  most  in- 
terestnig  study,  and  one  vital  to  savings  bank  management, 
and  in  itself,  would  make  a  book.  Therefore,  with  his  sig- 
nature cards  in  a  cabinet  numerically  arranged  (having 
been  previously  alphabetically  indexed)  the  teller  opens  his 
little  window  and  the  crowd  begins  to  move. 

A  Ci-EVER  Swindle. 

But  even  with  this  equipment  before  him  to  make  sure 
of  paying  the  right  money  to  the  right  party,  he  is  liable  to 
be  deceived  and  pay  erroneously.  Let  us  pause  and  consider 
such  a  case.  The  first  man  up  is,  or  claims  to  be,  Owen  Ken- 
ney.  He  could  not  write  when  he  opened  his  account,  but 
subsequently  learned  to  write  his  name,  and  came  to  the  bank 
for  that  purpose  and  placed  his  signature  on  the  signature 
card.  But  this  fellow  is  not  Owen  Kenney,  but  one  by  the 
name  of  Farley,  who  rooms  with  Owen,  and  who  knows 
Owen's  signature  and  can  imitate  it,  and  is  also  conver- 
sant with  Owen's  family  history.  He  makes  a  fairly  good 
piece  of  work  out  of  the  signature  and  answers  all  the  ques- 
tions correctly.  He  does  this  seven  times  before  Owen  dis- 
covers that  his  book  is  missing  (and  Farley,  too,)  and  goes 
to  the  bank,  only  to  discover  that  both  he  and  the  bank 
have  been  deceived,  in  Mr.  Farley.  But  under  the  circum- 
stances, the  bank  was  sustained,  for  what  more  could  it  do 
than  it  had  done?    A  bank  is  not  bound  to  know  the  face  of 


*See  citations  under  "The  bank  and  its  depositors."    Chapter  ly. 


238     THE  SAVINGS  BANK  AND  ITS  PRACTICAL  WORK 


JVb. 


^.^P  X 


I 


2202 

ReceiTed  frem  THE  BOWERY  SAVINGS  BANK 


i 


Cdsh, 

Re-deposit, 
Balance, 
Interest, 


S     /^.^^ 


His 


Name  of 
Depositor^ 

WUnetaed 


FORM    31. — XON-SIGXIXO    DEPORITOBS'    WITHDRAWAL    BLANK. 


every  depositor,  and  must  rely  upon  its  records.  It  is  not 
bound  to  use  more  than  ordinary  care  to  identify  its  people, 
and  this  it  did,  and  the  fact  that  Owen  had  a  boarder  who 
stole  his  book  and  drew  his  money  is  Owen's  misfortune 
and  not  the  bank's.* 

The  test  questions  may  be  many  or  few,  but  there  should 
be  enough  to  properly  identify  the  depositor.  Some  banks 
take  full  details,  such  as  color  of  eyes,  hair,  etc.,  while 
others  take  merely  the  names  of  parents,  age,  birthday,  etc. 
This  is  a  matter  of  choice.  But  banks  in  large  cities,  Be- 
ing unable  to  personally  know  all  their  people,  must  deal 
with  each  man  and  woman  as  a  stranger,  while  in  smaller 
places  the  personal  equation  may  be  brought  into  play. 

The  Paying  Teli.er. 

As  the  money  comes  in,  care  need  only  be  taken  that  it 
is  good  money,  and  the  proper  amount  credited  to  the  pro- 
per account;  but  when  it  comes  to  paying  that  money  out, 
it  is  essential  that  not  only  the  proper  amount  goes  out. 


^Kcnncy  v.  Harlem  Sav.  Bank.    X.  Y.  Sav.  Bank  Cases,  p.  118. 
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but  that  the  proper  person  gets  it.  The  Jew  must  not  get 
the  Gentile's  money,  nor  the  crook  be  allowed  to  work  a 
fraud  upon  the  honest  man.  Here  is  where  tellers  are 
really  made. 

As  this  is  being  written  comes  the  story  in  the  daily 
papers  of  an  attempt  to  snatch  the  money  of  a  woman  in 
one  of  the  large  New  York  savings  banks,  and  when  the 
thief  was  caught  and  searched,  a  pass  book,  raised  from 
$20.00  to  $20,000  was  found  on  his  person.  No  teller 
would  ever  have  paid  on  such  a  blunder,  for  the  limit  is 
$3,000  in  New  York,  and  no  "good  bad  man"  would  ever 
have  tried  to  work  such  a  fraud. 

In  order  to  minimize  errors,  some  savings  banks  hold 
the  tellers  responsible  for  all  shortages,  but  do  not  permit 
them  to  retain  the  overs.  This  naturally  penalizes  careless- 
ness; but  whether  it  is  better  to  penalize  than  to  work  "'pon 
honor,"  is  an  open  question.  One  of  the  largest  of  the  New 
York  savings  banks  has  recently  abandoned  this  practice 


WCCMHMI 

pay  wItlMirt  tk« 

I'      — • 

*     TiMNiMikwto 
?  Ml  Um  Cover  •• 

w 

■ 

E  Write   lMr«  Um 

AMMMlt 

vary  ptolnJy  In 
W0905. 

A I W  •  jr  •  •!(■ 
M  yoM  414  at 
■rat. 


Writ*  in  this  oorn«r  th«  amount  you  wish  to  draw.  In  plain  ngu rest 
dollars  abov  tho  word      Dollars,"  conts  abov  tho  i^ord  *  Conts/* 

New  York.-.^VVA..  .^ 190<\ 

Onion  Dime  Sayings  Institafion,  I  p^y  ,„  Book  /v.x«>...>«v. 

Broadway,  33d  St.  &  6tli  Ave.  ) 

to  bearer  O  WA   VVr vmtcA  v  il<L  'r>^--<^^r--r'-:rrr.r:  Do/lars, 

and  I  Mis  shall  b*  your  reuitt.  aA ^  •    jJi^^         v^  '       ^  «■ 

..oN^T«.,..ZltV^^r>^.fl^^  

.l!cLftivw\rmt.YVa\jkteA>\<?s?«s.    ^oo«m.  ^>«\  VY.  VV8  S\ 


6 


PrrvioM  BaUac*.  Pakl  by  Ealcrcd  by  Wc-catLby 

Tk*  rkitboak  mhU  k«  prntnUd  wflk  tht  abtm  d'^fi.  mmi  ikt  ngmmturt  t  wkith*»  ky  writing  w  m^tk\  mmst  *#  mm4*  ktfmt  m 

Naurt  FtMk,  wk*  mtit  tign  mmd  ua/  <*/  fMtmimg  Ctrt^ficatt. 

State  0/ w^fjtM^  VAtwfe^ ,    County  of^A5L^}\or\f>. iS : 

I  certify  that  the  atwve  draft  ttvjs  signed,  in  my  presence. 

fr>' ..VwAA/C>^-.   IaCU^Aa^^^ .    ubo  IS  personally   known  to  me,  an  J 

teas  fiitJy  identified  to  me  as  the  depositor  turned  in  satd  pass-book.  X.  A  aK-JOlSm.!,...^ - - 


SE.KL] 


rOB3[  3^. WnHDRAWAL  FORM    WITH    NOTARY'S  ACKXOWLEDOESIENT. 
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THE  PATERSON  SAVINGS  INSTITUTION 

DRAFT. 

DATE.  •)iA^€Mk^..„A.*.j^^        BOOK  No.  3  7^  7.2. 

NAME Si3kV\\.\v€JL......Q 


AMOUNT.  $     gf^,6o 


.  /3 


ENTERED, 


CLERK  AT  DESK. 


FORM   33. XO    MISTAKING   THIS    FOR   A   DEPOSIT   SLIP. 

and  refunded  to  the  tellers  all  shortages  charged  against 
them. 

The  work  of  paying  teller  in  a  small  bank  resolves  it- 
self simply  into  drawing  up  the  check  or  receipt  for  the  de- 
positor (savings  banks  usually  fill  but  their  own  checks), 
having  it  properly  signed  and  paying  over  the  money.  In 
such  banks  comparison  with  the  signature  record  is  not 
always  required,  as  the  depositors  are  more  or  less  well 
known  to  the  bank  officials,  or  soon  become  so.  There  is 
no  red  rape  nor  any  necessitj'^  for  the  routine  required  in 
larger  banks. 

However  this  may  be,  whenever  there  is  any  doubt,  the 
signature  should  be  compared  carefully,  and  the  test  ques- 
tions asked.  This  is  amplv  sustained  in  law,  and  is  not  only 
good  law,  but  equally  good  banking.* 

Some  institutions  use  receipts;  others,  regular  checks. 
Which  is  the  better  is  a  matter  of  opinion.  The  one 
is  an  order,  while  the  other  is  an  ordinary  receipt.  One 
would  not  require  endorsement  under  any  conditions,  while 
the  check,  if  drawn  to  any  other  person  than  bearer,  would 
require  endorsement  to  be  complete. 

It  is  quite  a  common  practice  to  give  a  proper  form  of 


'See  Geitelsohn  v.  Citizens  Sav.  Bank.     N.  Y.  Sav.  Bank  Cases,  p.  117. 
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withdrawal  in  the  pass  book,  for  the  guidance  of  depositors 
who  cannot  come  in  person,  and  yet  in  spite  of  such  in- 
structions, many  quaint  and  humorous  orders  to  pay  are 
received.  Here  is  one,  written  on  wrapping  paper,  in  lead 
pencil.  It  is  needless  to  say  Mrs.  Elsback  did  not  get 
*Vhat  money  she  had  in  the  bank  on  a-count  of  sickness," 
until  she  signed  a  proper  receipt. 


FORM    34. — A    "home-made*'    ORDER.      EXACT    SIZE. 

Another  sick  lady  wanted  a  dollar,  and  this  is  the  way 
she  went  at  it : 


Dear  Sir 

please  be  kind  Enough  to  give  my  daughter  $1.00  and  Keep 
the  book  up  in  the  bank  on  account  Of  me  having  the  small 
Bank  that  will  leave  $1.00  as  I  am  not  able  To  call  myselve 
on  account  of  Being  sick. 

By  Doing  So  oblige^ 

MRS.  WITBEK. 


FORM    35. — A      HOME-MADE      ORDER   ON    A   SAVIX08   BANK    CALUKO    FOR   OXE    DOLLAR. 
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JSTew  York,    U^My^    ^> 190^ 

THE  BOWERY  SAVINCjS  BANK. 

28  and  130  BOWERY.NEV  YORK. 

Pay  to   \  eXtAC  rC   Cooy^ftV or  Bearer^ 

and  charge  to  my  account  Jfo..%s>.Qui\^Hi^. ~- 

$Xs^ / 


.^^AllfiMiAl^fi^^^^^^  -^ 


a 


County  oF_,r!4^!SjtML..\\Q.Y..VSif.... \      '(^ 

On   this #Y\^i<tfc\ day  o^Sl i^J^MtSiA^j:::^^!!::^^  thousand 

nine  hundred  andjijBewMinJI^  before  me\AA'^^JQL    JfACCVV 

a  Notary  Public  in  and  for  the  County  of^A^jJA-i^rL. State  of... YSAAa*.H« ^ VV 

pemnally  appeared  ..MLcVAin^l^wiiKyx^S^ — ..^StJ^aQft^JULA  li..    ^ ~^ 

to  nUe  known  and  known  to  vn%  to  be  the  individual  described  in,  and  who  execut' 
ed  the  foregoiog  order  on  Tes  Bowbry  Savings  Bank,  and  acknowledged  to 
me  that  he  executed  the  same  for  the  purpoie  stated  therein  ;  and  further,  ac- 
knowledged that....\\iLi was  unable   to    write &i^dbe — signature   because  of 

j8L?r.Qj^4Av„!X^Vv^ . , 

IM   WxTNiss   WeSRSOF,  I   have ,  hereunto  set   my  hand  and  affixed  *  my 
official  seal,  on  the  day  and  year  above  written. 


^^^C^UJlA    /7€ 


COUNTY  CLERK'S  CERTIFICATE  MUST  BE  ATTACHED. 


F0K3I    36. — WITHDRAWAL  ORDER    WITH    KOT> BIT'S   ACKNOWLEDOEMEKT. 
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As  in  previous  chapters  it  has  been  the  intention  to  show 
how  the  work  is  actually  done  in  various  institutions  of  this 
kind,  rather  than  to  advance  any  theory  or  pet  schemes  in 
the  matter,  the  work  of  paying  money  in  several  represen- 
tative institutions  is  herewith  given  in  detail. 

The  Bowery  Savings  Bank. 

"When  a  depositor  comes  to  withdraw  money,  he  is 
directed  to  the  signature  test  clerk's  window.  The  clerk 
makes  out  a  receipt  for  the  amount  required,  stamping 
in  the  corner  of  it  a  number,  and  giving  to  the  depositor 
a  small  card,  correspondingly  numbered.  (Form  39.) 
This  small  card  is  retained  by  the  depositor,  and  instead  of 
being  called  by  name,  he  is  called  by  number,  when  liis 
money  is  ready  for  him.*  In  busy  times  this  does  away 
with  much  confusion  and  facilitates  the  handling  of  a  large 
crowd  of  people.  While  the  depositor  is  signing  the  re- 
ceipt, the  clerk  turns  up  the  proper  signature  card  in  the 
case  behind  him,  and  is  ready  to  compare  the  signature 
instantly,  and  to  ask  the  test  questions,  the  whole  operation 
taking  but  a  few  seconds.  The  signature  clerk  has  within 
six  feet  of  liim  between  70,000  and  80,000  signatures  which 
can  be  referred  to  instantly.  When  one  thinks  of  the  old 
method  of  keeping  the  signatures  in  books,  and  of  the  waste 
of  time  and  effort  in  hunting  them  up,  it  seems  as  though 
a  monument  ought  to  he  erected  by  grateful  bank  men  to 
the  genius  who  first  thought  of  applying  the  card  system  to 
bank  work.  In  case  there  is  anv  reason  that  an  account 
should  not  be  paid — for  example,  in  case  of  a  lost  book  or 
an  injunction — the  signature  card  is  replaced  by  a  red 
card,  or  "danger  signal,"  with  a  memorandum  of  the  facts. 

The  signature  being  correct,  and  the  test  questions  hav- 
ing been  answered,  the  depositor  is  invited  to  sit  down  for 
a  few  minutes,  and  the  pass  book,  with  the  draft  enclosed, 
is  carried  by  a  boy  to  the  bookkeeper  in  whose  ledger  the 
account  is.  The  bookkeeper  balances  and  enters  the  amount 
of  the  draft  on  the  pass  book  and  posts  it  on  the  ledger. 


*The  Bowery,  as  well  as  all  large  banks,  has  abundant  sitting  accom- 
modations for  depositors  waiting  for  their  "g^ist"  to  be  ground.  The  appearance 
of  this  crowd  on  a  nonnal  day  is  like  a  church  sernce.  The  Bowery  calls  its 
waiting  room  "The  Chapel.*' 
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TlM  Ptatboek  Mist  be  prttwind 
If  a  imsiM  accoant.  aM  tlM  wari 


wfth  Otis  order. 

afitr  the  slgaatura. 


DOLLAR   SAVINGS   RANK 

P.V  TO  B....»  .„0  C„.„OB  PASSBOOK  „oJLA^, 

"^ n / 


Dollars 


D^TB 


SiGNATURB 


Dkposxtok's  Prbsbnt  ADDKBSS 


^^  <^  x^7  ^g^  -y^..<,^<^^;C^ 


DBPOSXTOR'S  ACS. 


BXRTBDAY 


.     / 


Father's  vulz.  nam 


.MOTHBR*8  FULX,  MAIDBM  NAMB 


NOTE— This  order  Is  oaiy  to  be  astd  by  Depositors  who  eaiiMN 


oae  who  CM  «nie  sImmM 


I  to  the  Bank  aad  are  aaaMe  to  write. 
Hi!  Iter 

ill  out  the  check  and  write  in  the  Depositor's  BaiM  like  this— Samiel  $aiHb     or  Mary  Smith. 

MaMk  9UMk 

The  Depositor  shoeld  then  slpi  the  order  by  MskhiK  an  X  martt  la  the  middle  of  the  naoM  to  (he  prasaoce  of  two 

fosponslMe  nelghboffi  or  persons  known  to  the  Bank,  who  thovld  oanify  the  fKl  to  the  Bank  en  the  form  below: 

We  hereby  Certify  to  the  Dollar  Savings  Bank. 

1st,    That  we  saw  the  Depositor  sigh  the  above  order  on  the  date  written. 
2nd,  That  the  Depositor  named  and  described  was  fully  identified  to  us. 
3rd,    That  the  Depositor  was  of  sound  mind  at  the  time  and  knew  the  nature  and 
amount  of  this 


My  Passbook   No.-^^J?^v7JL.Addrbss 

(7  y 

Mv  Passbook  t^^'^.^...^^<L^ _ Addrbss 


.g^.igL/<^-^ -^ 


FORM   37. WITHDRAWAL    ORDER    WITH    CERTIRCATE    OF    WITNESS. 


Thb  Baioc  Book  must  bb  sbnt  with  this  Ordbb. 

own  St/vings  Bank,  MUdUtovm,  Conn.      When  presented  mth  book  J^o.'/i»  7^7 

'^'y  \!JrihJ^re^^'\  XoJ^^t  ti-   ibhuk/. and  charge  said  account 

^KA^_^,,rT--^,^-'r---<>^-'^—.-  and  _^._.  cents 


The 


Have  eome  other  person  than  the  1 
one  who  is  to  ^et  the  money  for  V 
Voa.  eign  as  a  witness.  ) 


Owner  of  the  book 


sign  here. 


WITNBSSi 
Sign  here. 


m^jf>^4^.$^^ 


ma/^Wl 


ADDBBmLXX  LRTTBBS  TO 
THB  MIDDI.ROWN  ttAVUCOS  BAKX. 


lOM.    IO>'M. 


FORM    38. — WITHDRAWAL    ORDER    WHEN    DEPOSITOR    DOES    NOT    COMB    IN    PERSON. 
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The  pass  book  and  draft  are  then  carried  to  the  draft  cash 
book  clerk,  who  sees  that  the  entry  has  been  properly  made 
in  the  pass  book,  and  that  the  balance  is  correct,  whereupon 
he  enters  the  number,  name  and  amount  on  his  cash  book 
and  classifies  the  entry  on  a  sheet  in  all  respects  similar  to 
the  deposit  classification  slip,  after  which  the  pass  book  and 
draft  go  to  the  paying  teller,  who  calls  up  the  depositor 
hy  number  and  pays  over  the  money.  The  drafts  are 
checked  out  from  the  ledgers  exactly  as  are  the  deposits. 

If  time  and  space  permitted,  it  would  be  easy  to  go 
into  details  as  to  the  working  of  the  different  departments 


IDENTIFICATION  CHECK 


>«^^«> 


Boo.  No.  >n^^^^^^ 

Present  to  PAYING  TELLER  when  your 

name  b  called. 


FORM    39. — SOME    BAKKd    SEAT    THE    DEPOSITORS    AKD    CALL   THEIR    NUMBER    WHEX    THE 

TELLER  IS  READY  TO  PAY.      IDENTIFICATION   CHECK. 

of  the  bank — ^and  as  to  the  impression  made  by  the  men 
at  the  different  windows  upon  the  depositors  with  whom 
they  coxne  in  contact.  For  in  a  savings  bank,  much  more 
than  in  a  bank  of  deposit,  it  rests  with  the  working  force 
to  make  a  favorable  or  unfavorable  impression  upon  the 
depositor,  and  to  make  or  mar  the  reputation  of  the  bank. 
But  one  thing  must  be  said,  and  specially  to  the  young 
men  who  are  just  starting  out  in  this  branch  of  jthe  pro- 
fession, and  that  is  that  "courtesy  pays."  It  is  a  good  in- 
vestment. Many  of  the  depositors  in  our  savings  bank  are 
people  who  know  but  little  of  the  business  world  and  its 
methods.  They  may  be  a  little  awkward,  but  that  is  be- 
cause they  are  not  quite  accustomed  to  their  surroundings. 
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DATE. 


y^VA/OC"   VS  o<\ 


SUP  NUMBER, 

A    85500 


WiLDEY  Savings  Bank. 


WITHDRAWAL. 


BookN( 


Zj  OO 


Check 
Number* 

Balance, 

%l(i> 

1  ^ 

Withdrawn, 

1(3 

1^ 

New  Balancei 

8  oe 

— 

Sign 
here 


Received  the  sum  entered  above  as  Withdrawn*** 


Teller's  Uit 


Pdded. 


FORM    40.— WITHDRAWAL    ORDER    WITH    PROOF    OF    BALANCE. 


f^O^^ 


rui*^"^^^  /.  t»^ 


N^':^:^L/l 


gve^«x 


jf^  ff  ffj-f. 


■WOT    HtmOmtMLM..    PAVASkC    ONLY    TO-IMV    AT    OCSK    NO.  tJ 


$  .ga 


\.  \<^o*^ 


bcM  tai  die  WMtem  ftiMng  f  vnn  Jkodet?  of  ^NteMpfMa 

_  omcB  -A" 


O/V^t    ^VWXV^Nx  ^^^)^M  g^ 


or  tfto 


»0"»  "^Z' 


FORM   41. — ANOTHER   WITHDRAWAL   ORDER    WITH    STl'B. 
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w 


A  kind  word  costs  nothing  and  makes  the  wheels  move 
more  smoothly  and  run  with  less  friction.  It  sends  the 
depositor  away  pleased  and  makes  a  friend  for  the  bank, 
and  the  best  advertisement  for  a  bank  is  a  depositor  who 
receives  uniformly  courteous  treatment.  And  it  goes  with- 
out saying  that  the  clerk  who  keeps  his  temper  and  goes 
about  his  work  quietly  will  finish  the  day's  work  fresher 
and  happier  than  the  crusty  individual  who  always  starts 
with  a  chip  on  his  shoulder  and  grumbles  all  day  long. 
Besides  which  the  old  Irish  woman  was  pretty  near  right 
when  she  turned  on  a  short  tempered  teller  with,  "Arrah, 
keep  a  civil  tongue  in  your  head — sure  it's  the  likes  of  me 
that  keeps  the  likes  of  you  where  ye  are."* 

Baltimoee. 

In  the  Eutaw  Savings  Bank,  of  Baltimore,  the  assistant 
paying  teller  ascertains  the  amount  desired  by  the  deposit- 
or; enters  number  of  pass  book  and  amount  on  ticket,  and 
hands  to  depositor  for  his  signature;  deducts  amount  with- 
drawn from  pass  book;  enters  on  sectional  register  from 
pass  hook  number,  name  and  amount,  and  passes  book  and 
ticket  to  paying  teller. 

The  paying  teller  receives  the  pass  book  with  ticket 
order  from  his  assistant,  verifies  signature,  pavs  out  all 
money,  enters  amount  of  payment  in  scratcher  f rom  ticket. 
In  settlement,  the  footings  of  scratcher  must  agree  with  the 
totals  of  the  assistant's  sectional  sheets. 

Boston. 

In  the  Wildey  Savings  Bank  of  Boston  the  system  of 
nithdrawals  is  as  follows:  The  paying  teller  takes  deposit 
book  (with  order,  if  anv,)  and  after  verifving  book  by  com- 
parison with  ledger  card  (verifying  signature  also,  by  com- 
parison with  signature  card,  if  withdrawal  is  by  order), 
enters  on  slip  the  book  number,  balance,  and  sum  to  be 
wthdra\ni,  strikes  new  balance  and  hands  slip  to  depositor 
(or  person  authorized  by  order)  for  signature. 

While  depositor  is  signing,  counts  money  to  be  paid  and 
on  return  of  slip  verifies  signature,  enters  withdrawal  on 


From  an  address  of  W.  E.  Knox,  Comptroller  Bowery  Savings  Bank. 
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The  Passbook  must  b«  prssMltd  with  (his  orJcr 
If  a  tnistM  account.  adJ  ^«  word  "trostM"  afttr  tiM  signature. 

DOLLAR    SAVINGS    RANK. 


Pay  TO  Bearer  and  charge  Passbook  No.-*^7^.  X^^/'^ 


Dollars 


bIGNATURB 


Depositor's  Prhsbnt  Address 


,A^3  /^  <$r 


DEPOsrroR 


RlRTHDAV 


•S  AGE.^.!?. 


y. Father's  fuli.  name 

•^.^    Mother's  full  maiden  nam 


State  op 


OUNTY  OF 


--^^o^^c^^^^^ 


On  this      /^/  day  of .-.  ^*r!fLr^: \9/0    the  Depositor  above  described 

was  fully  identified  to  me  and  signed  the  above  order  in  my  presence,  and  at  the  time 
was  of  sound  mind  and  knew  the  nature  and  amount  of  this  order. 


notary's 

SEAL 


NOTE— This  order  is  only  to  be  used  by  Depositors  who  cannot  come  to  the  Bank  and  are  unable  to  write.     It  should  be  filled  out 
by  •  Noury  Public 

FOB>]     49. — 2«0TARY's    certificate,    with    provision    for    TEST    QUESTIONS. 


3 


/^0L4f 


Wc  the  tinlcnigiicil,  acknowlcdlse  to  have  ncdved  of  the  BANGOR  SAVINGS  BANK,  of 
Bangor,  Maine,  the  amounts  set  against  o«ir  names  rcspectivclf,  in  payment,  in  part  or  in  fufl, 
of  sums  deposited  in  said  Bank  in  our  names  or  sub^  to  our  cootioL 


I 


OATl 


N«  alAec't 


=4^ 


fo 


Ls■s^  X 


AMOUNT 


(Mart  Ch 


StONATURC 


-tr« 


fanrard 


O^C^    •^M.'W^A-c-^Sp 


i  or  ^ 


fcX^^fl 


►f 


F0R3I     '3. — SOME    BANKS    USE    A   "bIO   BOOK"   IN    SLAKING    PAYMENTS.      HEBE    IS    ONE. 


/ 


WITHDRAWALS  249 

deposit  book  and  hands  book  and  money  to  depositor.  The 
slip  is  then  hung  on  hook  at  side  of  window.  The  with- 
drawals are  listed,  posted  and  proved  the  same  as  the 
deposits. 

All  entries  on  the  slips  (except  signature  of  depositor 
on  withdrawal  slip)  are  made  by  the  tellers j  to  avoid  the 
different  varieties  of  handwriting  (especially  in  figures) 
and  the  errors  that  might  be  caused  thereby.      (Form  40.) 

New  Bedford. 

In  the  New  Bedford,  Mass.,  Savings  Bank,  the  depos- 
itor desiring  to  withdraw  money,  presents  his  pass  book 
at  A\indow  No.  4,  stating  the  amount  he  wishes  to  draw. 
The  teller,  or  clerk,  takes  the  book  to  the  ledger  for  com- 
parison and  entry  of  dividends,  if  any  are  due,  and  writes 
a  receipt,  with  stub  attached.  The  teller  detaches  the  stub, 
and  hands  the  receipt  to  the  depositor  for  signature,  upon 
the  return  of  which  it  is  compared  with  the  signature  on 
file.  If  correct,  the  teller  initials,  compares  it  with  the 
charge  in  the  book  and  hands  both  receipt  and  book  to  the 
depositor,  \\dio  presents  it  at  window  No.  7,  where  the  as* 
sistant  treasurer  pays  it.  Meanwhile  another  clerk  has 
taken  the  stub  to  the  ledger  and  posted  it,  and  placed  it 
before  the  assistant  treasurer  for  comparison  with  the  re- 
ceipt presented  by  the  depositor.  (This  will  give  a  clear 
idea  how  the  stub  forms  are  used.)  In  some  large  banks 
all  the  work  of  comparing  book  with  ledger,  signature  with 
files,  entering  on  book  and  paying  out  the  money  is  done 
by  the  tellers,  and  the  depositors  are  kept  in  line.  On  a 
busy  day  the  wait  is  about  thirty  minutes. 

Notice  of  Withdrawal. 

Inasmuch  as  all  savings  banks  reser\'e  the  right  to  ask 
notice  before  payment,  and  some  banks,  notably  in  Penn- 
sylvania and  Delaware,  enforce  this  rule,  the  manner  of 
keeping  track  of  such  notices  will  be  interesting.  We  quote 
from  the  Philadelphia  Savings  Fund  Society,  the  oldest 
savings  bank  in  the  United  States,  and  whose  accounts 
number  over  two  hundred  and  fif tv  thousand : 

"Two  weeks'  notice  is  required  for  the  withdrawal  of 
money.     Depositors  desiring  to  give  notice  of  rrithdrawal. 
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present  their  pass  book  at  notice  desk,  stating  amount 
wanted,  or  send  notice  by  mail,  for  which  blank  forms  are 
furnished.  The  notice  clerk  fills  out  duplex  payment  slips 
(carbon  copy  used)  for  the  amount,  number  of  account  and 
date  when  due.  These  slips  are  arranged  numerically,  com- 
pared with  ledger  account  and  filed  in  paying  department, 
ready  for  payment  when  due. 

"At  the  expiration  of  two  weeks  the  depositor  presents 
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FORM    44. — ASSI0X3IEXT    OF    SAVINGS    BANK    PASS    BOOK. 


his  bank  book  at  paying  desk,  the  already  prepared  pay- 
ment slip  is  handed  for  the  signature,  while  the  detached 
duplicate  is  initialed  by  clerk,  who  takes  the  receipt,  and 
from  these  duplicates  the  debit  postings  are  verified;  post- 
ings are  made  from  the  originals. 

"If  the  depositor  wishes  to  close  the  account  (draw 
the  full  amount ) ,  the  procedure  is  about  the  same,  with  the 
exception  that  the  book  has  to  be  left  for  the  addition  of 
interest,  a  card  bearing  the  number  of  the  account  is  given 
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the  depositor,  who  presents  it  when  payment  is  to  be  made. 
"After  the  receipt  has  been  signed  and  the  amount  en- 
tered in  book,  the  depositor  presents  the  same  at  paying 
teller's  window,  and  is  paid  the  money.  All  receipts  are 
stamped  numerically  with  the  initial  of  teller  and  listed  on 
an  adding  machine,  which  serves  as  paying  teller's  cash 
book.  From  these  the  debit  postings  are  made  and  veri- 
fied by  the  (hipHcates  as  stated  above." 

Good  Suggestions. 

The  foregoing  systems  are  representative  of  those  in 
operation  in  the  large  banks,  and  while  it  is  admitted  that 
the  small  banks  do  not  require  so  elaborate  a  routine,  there 
are  many  good  suggestions  embodied  therein  that  may  bo 
adapted  to  small  banks.  On  account  of  the  cost  necessi- 
tated by  additional  clerk  liire,  the  passing  of  a  deposit  or 
draft  through  more  than  one  hand  is  quite  out  of  the  ques- 
tion in  the  country  bank,  but  in  the  city  bank,  with  the  mul- 
titude of  transactions,  it  is  essential  if  errors  are  to  be  avoid- 
ed, especially  in  the  rush  periods.  The  system  should  be 
complete  and  comprehensive,  but  not  so  much  so  that  it 
becomes  imwieldy,  and  the  mill  should  at  all  times  grind 
smoothlv. 


No.  .?>.!llj?.  ftllfl .         Boston,  Mass. .  .(aMA^.  .\.^. Q.^ . . 


Received  of  the  HOME  SAVINGHi  BANK 


$50. 
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In  every  withdrawal  the  points  to  be  emphasized  are  as 
follows : 

First,  the  signature  should  be  compared  and  test  ques- 
tions asked  unless  the  depositor  is  personally  known  to  the 
teller  and  known  to  be  the  owner  of  the  book. 

Second,  the  pass  book  ought  to  be  compared  at  every 
entry  and  the  balance  verified  with  the  ledger. 

Tliird,  the  entry  should  be  made  with  great  care  and 
compared  with  the  draft  or  receipt,  hy  another  clerk, 
if  possible,  and  the  extension  of  the  balance,  if  a  balance 
book  is  used,  as  is  now  becoming  the  rule,  should  be  veri- 
fied in  some  way  to  avoid  misunderstanding  and  annoyance 
later. 

The  importance  of  the  second  and  third  points  will  be 
seen  in  the  following  instance:  Upon  making  an  entry, 
the  teller  of  a  savings  bank  extended  the  balance  $500  too 
much.  It  was  not  detected  at  the  time,  and  the  pass  book 
appeared  among  the  depositor's  effects  at  his  death,  short- 
ly afterward,  and  the  erroneous  balance  was  inventoried  in 
the  Probate  Court.  By  a  curious  coincidence,  a  like  error 
was  made  by  another  bank  on  a  book  belonging  to  the  same 
depositor.  This  was  also  inventoried  without  verification 
by  the  bank,  and  subsequently,  upon  presenting  the  book 
for  the  entry  of  interest,  by  the  administrator,  the  error, — 
in  fact,  both  errors  were  detected.  The  chagrin  and  an- 
noyance caused  by  these  two  mistakes  can  readily  be  imag- 
ined. And  while  the  administrator  finally  became  recon- 
ciled to  the  lesser  balance,  which  could  have  been  easily 
proven  hy  himself,  he  has  never  become  quite  convinced 
but  that  somehow  and  somewhere  the  banks  have  defrauded 
him.  That  is  the  worst  feature,  and  perhaps  the  only  crit- 
icism, on  the  balance  pass  book.  The  depositor  is  apt  to 
consider  the  amount  shown  in  the  balance  column  to  be  cor- 
rect, and  an  error  in  extending  is  likely  to  cause  trouble. 
For  this  reason  it  is  essential  that  the  balance  be  verified 
before  returning  the  book. 

No  two  men  think  alike,  and  no  two  act  alike,  and 
bank  men  are  no  exception.  The  foregoing  systems  are  giv- 
en merely  as  describing  in  brief  the  manner  of  handling 
debits  and  credits,  and  not  to  advocate  any  one  of  the  sys- 
tems outlined.  Bank  men  desiring  a  change  of  method  or 
system  are  prone  to  go  "shopping  'round"  among  other 
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institutions,  and  when  thev  find  a  scheme  that  suits  their 
fancy,  adopt  it  without  further  investigation.  In  some  in- 
stances  they  get  good  results  and  in  others  are  disappointed 
in  the  end.  What  meets  the  need  of  one  bank  may  not 
work  so  well  in  another.  The  better  way  is  to  get  a  (K)m- 
posite  idea  of  what  others  do  and  then  adapt  it  to  fit  the 
existing  system.  Evolve  rather  than  revolutionize.  A  big 
bank  needs  one  system;  a  small  one,  another.  What 
would  work  well  in  the  Bowery  would  be  too  costly  and  too 
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PORTSMOUTH  SAVINGS  BANK 
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Received  of  the  Portsmouth  Savinc^  Bank  the  amount  hereon,  withdrawn  from 
abore  account  in  liccordance  with  the  terms  upon  which  the  same  was  deposited. 


Sign  here. 


eJUgyua^  ^^4a^^^>^^^^^^ 


Ubrarv  Bnrema  CxSMI 


FOAM  46.— CAEO   FORM  OP   WTTRDBAWAL,  3x5   IWCHE8. 


elaborate  for  the  modest  country  bank,  which  must  use  one 
man  in  many  places  and  for  many  purposes.  It  is  a  fine  art 
to  adapt  an  idea,  and  the  banker  who  is  progressive  and 
desirous  of  running  his  bank  with  the  most  efficient  methods 
must  carefully  consider  how  a  new  system  will  adapt  itself 
to  his  needs.  As  a  matter  of  fact,  most  systems  are  the 
result  of  much  experimenting  and  long  experience,  and  the 
secret  lies  in  discovering  how  well  an  idea  can  be  carried 
out  in  the  peculiar  environment  in  which  it  must  operate. 


CHAPTER  XV 

MISCELLANEOUS    DEPOSITS    AND    DRAFTS 

In  our  treatment  of  the  deposits  and  withdrawals  in  a 
savings  bank,  thus  far,  we  have  considered  only  those  which 
are  regular,  that  is,  the  depositor  appearing  in  person  with 
the  pass  hook  and  the  transaction  being  made  in  cash.  But 
inasmuch  as  a  great  many  transactions  are  what  may  be 
termed  irregular,  a  clear  idea  of  the  procedure  in  such  cases 
is  necessary.  The  term  "irregular"  will  include  deposits 
by  check,,  deposits  without  the  book ;  deposits  and  withdraw- 
als made  by  other  than  the  depositor,  deposits  and  drafts 
by  mail  (not  including  banking  by  mail,  which  will  be 
treated  separately),  transfer  of  accounts,  and  deceased  per- 
sons' accounts.  The  latter  will  be  touched  upon  but  inci- 
dentally, as  it  is  of  enough  importance  to  merit  extensive 
treatment  by  itself. 

"Home  Made''  Orders. 

In  spite  of  the  fact  that  many  savings  banks  are  now 
including  in  the  pass  book  a  form  of  withdrawal,  to  be 
used  by  the  depositors  not  coming  in  person,  many  "home 
made"  orders  are  received,  on  all  sorts  of  paper,  and  in  all 
sorts  of  shapes  and  sizes.  It  would  not  seem  to  be  a  diffi- 
cult matter  to  follow  a  plain,  simple  set  of  directions  for 
properly  making  out  an  order  on  a  savings  bank,  yet  many 
of  the  sort  showTi  on  page  241  are  received,  and  in  order  to 
avoid  being  arbitrary,  and  put  the  depositor  to  unneces- 
sary trouble,  they  are  honored.  A  savings  bank  in  Michi- 
gan (Form  10)  not  only  gives  the  proper  form,  but  has 
several  blank  checks  in  the  back  of  the  book,  perforated, 
for  such  cases,  and  this  would  seem  to  be  an  excellent  idea, 
although  adding  somewhat  to  the  cost  of  the  book.  It  is 
not,  however,  customary  among  savings  banks  to  encourage 
this  "absent  treatment"  (to  borrow  a  term  from  Christian 
Science),  but  rather  to  encourage  over-the-counter-banking 
in  person.  But  the  Utica  Savings  Bank  has  a  most  excellent 
idea  (Form  57),  in  this  regard,  in  the  form  of  an  envelope 
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about  the  size  of  an  ordinary  check,  in  which  such  home 
made  orders  may  be  filed  without  using  pins  or  paper  clips. 
The  receipt  of  the  one  presenting  the  order  is  taken  on  the 
outside,  and  for  filing  it  is  much  better  than  any  idea  yet 
come  to  the  author's  notice.  As  will  be  seen  from  a  study 
of  the  form,  it  can  be  used  for  filing  the  original  order, 
where  an  unlimited  order  is  filed,  and  also  for  all  subse- 
quent orders.  But  this  would  not  apply  where  banks  are 
in  the  habit  of  filing  by  months,  and  not  by  account  num- 
bers. 

Another  bank  has  the  same  idea;  but  in  this  case  the 
envelope  is  tran^)arent  and  the  order  can  be  inserted  and 
read  through  the  cover,  while  notations  may  be  made  on  the 
outside,  as  needed.     This,  too,  is  a  good  idea. 

The  Notary's  Certificate. 

As  has  been  stated  before,  a  savings  bank,  unlike  a  bank 
of  discount,  is  not  hound  to  know  the  signature  of  its  de- 
positors, but  is  bound  to  use  ordinary  care  that  payment  is 
made  to  the  proper  person.  And  what  is  ordinary  care 
will  depend  upon  the  circumstances.  It  would  probably  be 
true  that  the  signature  of  the  average  savings  bank  depos- 
itor would  not,  alone,  be  a  safe  guide,  for  many  such  de- 
positors have  not  yet  learned  the  commercial  value  of  fol- 
lowing one  form  of  signature.  To  them,  "Mrs.  Smith"  is 
as  good  as  Mrs.  Evelyn  Brown  Smith,  as  she  originally 
signed  herself.  Here  it  is  that  the  test  questions  become 
valuable  and  identification  is  not  a  difficult  matter.  But 
there  are  times  when  it  is  impossible  for  the  depositor  to 
come  in  person,  or  to  fill  out  an  order  that  will  pass  muster, 
as  in  sickness,  accident,  signature  by  mark,  etc. 

To  meet  such  emergencies  many  good  forms  have  been 
devised,  and  one  is  shown  herein  (Form  86),  used  by  the 
Bowery  Savings  Bank,  New  York,  which  is  a  combined 
order  and  Notary  Public's  certificate  of  the  inability  to 
write. 

In  case  such  an  order  should  be  questioned,  it  is  quite 
likely  the  bank  would  be  amply  sustained,  as  it  had  used 
due  precaution  to  prevent  fraud  (the  book  accompanying 
the  order),  and  the  only  ground  upon  which  the  plaintiff 
would  have  to  stand  would  be  that  of  fraud  in  the  execu- 
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tion  of  the  instrument,  and  he  would  have  to  prove  that  he 
was  not  negligent  and  did  not  make  it  easy  and  possible 
for  the  fraud  to  be  committed,  and  even  then  he  would  not 
have  a  very  good  case,  for  what  more  could  the  bank  do 
than  it  had  done? 

Form  32  embodies  the  same  idea,  and  is  used  bv  the 
Union  Dime  Savings  Bank,  Xew  York,  and  also  Forms 
87  and  42  of  the  Dollar  Sa\dngs  Bank,  also  in  Manhattan. 
The  latter  will  be  found  to  include  the  pedigree  of  the  de- 
positor, and  would  seem  to  be  an  extra  precaution  and  a 
very  good  suggestion.  Of  course,  it  is  not  to  say  that  one 
who  can  answer  the  test  questions  correctly  t^  the  depositor. 
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Providence  Institution  for  Savings. 

Pay    vV,  .0  A  J|0  0.f;Ao\:  rr^^  Bearer. 
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FOKM  47. — UCK  PElSOV'l  OKDEK.      lETEBSE  OF  FOEM   48. 


One  illustration  was  given  on  page  237.  Another  occurred 
some  years  ago  in  the  Emigrant  Industrial  Savings  Bank, 
in  which  instance  the  one  perpetrating  the  fraud  v^rote  the 
de'pomtor  a  letter,  asking  the  information  necessary  to  an- 
swer the  bank's  queries.  Knowing  the  depositor's  pedigree 
and  being  able  to  imitate  his  signature,  payment  was  duly 
made  and  sustained.* 

The  Providence   Institution  for   Savings,   Providence, 
R.  I.,  provides  a  physician's  certificate  for  withdrawal  in 


*Wall  vs.  Emigrant  Ind.  Sav.  Bank  64  Hun.  249. 
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case  of  sickness,  the  certificate  being  printed  on  the  reverse 
side  of  the  order,  making  a  compact  and  complete  docu- 
ment. (Forms  47  and  48.) 


/  hereby  certify,    that   I  saw   tHeywithin    na9ned 


PHYSICIAN'S  CERTIFICATE. 

tha 

9 

affix    y/\^S  signature^  mar k- upon  the  within 

order f  that  I  read  said  order  to...  Vv>AAV  ,  and  that 

in  my  opinion.  V\JL< was  at  the  time  of  ^ound 

mind,  and  understood  what.^^J^ was  doing, 

and  wished  said  order  to  take  effect. 


Sign  hfre\ 


b 


o^ve  VVvAjTfr 


Received  under  the  within  order  from 
Providence  Institution  for  Savings  on 
Acct  and  Bank  Book  No.:f„o^  ^ 


rosM  46. — physician's  certificate,    reverse  op  fork  47. 


Deposits  Without  Book. 

It  is  the  custom  in  some  banks  to  refuse  to  make  any 
transaction  without  the  book,  except  in  cases  of  lost  books, 
where  the  presentation  of  the  book  is  impossible;  but  in 
order  to  accommodate  depositors  who  have  forgotten  the 
book  or  cannot  obtain  possession  of  it,  many  savings  banks 
have  proper  blanks  for  such  cases.    The  routine  of  the  bank 
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is  upset  somewhat  on  account  of  the  necessity  of  obtaining 
the  depositor's  number  from  the  indices.  With  the  card 
system,  this  is  not  difficult.  The  usual  procedure  is  to  issue 
non-negotiable  receipt  for  the  amount,  and  in  some  banks 
note  is  made  on  the  ledger  that  the  deposit  is  not  01^  the 
book.  The  surrender  of  the  receipt  is  usually  required 
before  the  entry  will  be  made  on  the  book.  (Forms  18, 
19,  21.) 

The  coupon  receipt  shown  in  Form  21  is  the  most  de- 
sirable, as  the  stub  can  be  detached  ajmd  form  the  deposit 
ticket,  and  at  the  same  time  indicate  to  the  posting  clerk 
that  the  deposit  is  irregular  and  due  note  made  opposite 
the  entry.  Such  a  fortn  will  answer  in  cases  where  deposits 
are  made  by  one  person  for  another.  Such  deposits  are 
frequently  made  as  birth-day  gifts,  etc.,  and  the  book  being 
in  possession  of  the  donee,  evidence  is  desirable  that  the 
deposit  has  been  duly  made.  Withdrawals  should  not  be 
permitted  without  the  book,  unless  the  reasons  for  so  doing 
are  most  urgent  and  of  sufficient  importance  to  warrant 
the  breaking  of  a  rule  which  should,  in  so  far  as  possible, 
be  strictly  adhered  to. 


CHAPTER  XVI 

DEPOSITS  BY  CHECK 

Deposits  by  check  will  not  be  received  by  some  banks 
under  any  conditions,  while  in  others  such  deposits  are  lim- 
ited to  checks  drawn  to  the  order  of  the  bank  direct,  or  to 
the  order  of  the  depositor,  thus  making  him  the  first  en- 
dorser. 

Quite  generally,  care  is  taken  not  to  pay  out  funds 
until  collection  of  the  check  has  been  made,  and  to  avoid 
risk,  such  deposits  must  remain  for  from  five  to  thirty 
days.  Some  banks  only  take  checks  drawn  on  local  insti- 
tutions, as  for  instance  banks  clearing  through  the  New 
York  Clearing  House.  Each  bank  may  make  such  rules 
as  seem  wise  in  the  light  of  experience,  but  whatever  the 
inile,  a  record  should  be  kept  of  every  check  handled,  and 
should  be  complete  enough  to  describe  the  check  so  that  in 
case  of  loss  it  may  be  replaced  by  a  duplicate. 

It  is  also  a  good  idea  to  so  mark  the  deposit  by  check 
that  it  will  be  quickly  distinguishable  by  the  teller;  as  for 
instance,  placing  the  words  "check — days"  opposite  the  en- 
tr5%  and  the  time  can  be  filled  in  according  to  the  time 
consumed  in  making  collection.  In  some  places,  as  New 
York,  three  days  would  be  sufficient,  while  out-of-town 
checks  will  take  longer.  The  importance  of  having  check 
deposits  marked  for  identification  is  well  illustrated  by  the 
following  instance:  Upon  receiving  a  deposit  of  this  char- 
acter, no  mark  was  made  opposite  the  deposit,  under  the 
rule  that  no  pajinents  would  be  made  on  new  accounts 
under  tliirty  days.  The  depositor  went  out  and  assigned 
the  book  for  value  to  an  innocent  party,  who  had  no  notice 
of  the  restriction.  The  check  was  protested  and  charged 
back.  In  due  time  the  assignee  presented  his  book  with 
proper  assignment  and  demanded  his  money.  The  bank 
of  course  refused  to  pay,  and  was  only  protected  by  its 
other  rule  that  assignments  to  be  valid  must  be  ratified  by 
the  bank.  But  here  was  an  innocent  holder  of  an  appar- 
ently genuine  document  which  said  there  was  a  certain 
amount  standing  to  the  credit  of  a  savings  bank  depositor 
for  which  value  had  been  given — a  rather  delicate  situ- 
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ation!  This  matter  of  check  deposits  is  usually  covered  ii> 
the  by-laws,  or  should  be,  representative  wordings  of  which 
will  be  found  in  chapter  X. 

The  Williamsburg  Savings  Bank  of  Brooklyn  accepts^ 
checks  in  the  same  manner  as  cash,  requiring  only  that 


DEPOSITS  BY  CHECK  261 

they  be  drawn  to  the  order  of  depositor  or  to  the  hank  di- 
rect. The  Eutaw  Savings  Bank  of  Baltimore  also  freely 
accepts  checks,  exercising  due  care  that  payment  is  not 
made  before  collection.  So,  also,  the  Connecticut  Savings 
Bank  of  New  Haven,  Western  Savings  Fund  Society  of 
Philadelphia,  and  others.  The  Provident  Institution  for 
Savings  in  Boston,  however,  has  a  rule  that  check  deposits 
miist  remain  at  least  thirty  days.  The  Bowery  Savings 
Bank  requires  check  deposits  to  remain  at  least  five  days. 
Such  a  rule  is  entirely  just  and  is  in  force  in  many  institu- 
tions throughout  the  country.  One  bank  in  New  York 
has  a  by-law  as  follows:  "Checks  or  drafts,  when  credited 
as  cash,  will  only  be  received  for  the  account  of  the  de- 
positor, and  at  the  depositor's  risk,  and  every  depositor 
will  be  held  responsible  as  an  endorser  upon  all  checks  or 
drafts  so  deposited.  The  number  of  the  deposit  book  must 
be  noted  on  all  checks  or  drafts  deposited."  The  usual 
custom  is  to  deposit  such  items  in  banks  of  discount  for 
collection  and  not  make  collections  direct. 

The  importance  of  having  a  record  of  all  checks  han- 
dled, the  restriction  as  to  the  number  of  endorsers  and  the 
inndvisahility  of  accepting  checks  promiscuously  will  be 
seen  from  the  following  cases,  of  recent  happening  in 
New  York  savings  banks:  A  check  bearing  several  en- 
dorsements was  received  on  deposit  by  a  savings  bank,  and 
duly  credited  to  the  depositor  and  sent  for  collection  in  the 
due  course  of  business  through  the  depository  bank,  with 
endorsement  guaranteed,  with  instructions  to  advise  pay- 
ment. Upon  receipt  of  favorable  a4vice  the  bank  permit- 
ted the  depositor  to  close  the  account.  A  few  days  later 
advice  came  from  the  drawee  bank  that  the  first  endorse- 
ment was  a  forgery,  as  the  check  had  been  stolen  from  the 
mail,  and  the  bank  would  demand  reimbursement  from  the 
savings  bank.  The  savings  bank  having  lost  its  hold  upon 
the  depositor  and  being  unable  to  locate  him  or  prior  en- 
dorsers,  must  stand  the  loss. 

Another  instance  was  as  follows:  A  woman  deposited 
a  check  with  but  one  endorsement,  which  was  put  through 
the  usual  course,  but  was  lost  in  the  mails.  The  collecting 
bank  asked  for  a  duplicate.  The  savings  bank  having  no 
other  record  than  the  name  of  the  depositor  from  whom 
the  item  was  received,  went  to  her  and  asked  for  assistance 
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in  locating  the  maker.  She  knew  nothing  of  the  check, 
save  that  her  husband  had  given  it  to  her,  and  neither  he 
nor  she  could  remember  whose  check  it  was.  Without  go- 
ing into  the  legal  status  of  either  case,  suffice  it  to  say,  the 
latter  bank  would  have  been  saved  considerable  trouble  and 
annoyance  if  it  had  had  a  complete  record  of  the  check, 
and  the  former  would  have  saved  itself  some  money  had 
it  more  closely  restricted  check  deposits  from  persons  not 
well  known. 

If  an  elaborate  system  of  check  records  is  not  deemed 
necessary,  part  of  the  details  can  be  taken  on  the  deposit 
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slip  of  the  savings  bank  and  the  other  data  on  the  duplicate 
slip  sent  to  the  depositary  bank.  The  Providence  Institu- 
tion for  Savings,  Providence,  R.  I.,  has  a  system  of  this 
kind,  which  operates  as  follows: 

"When  the  amount  is  in  check  form,  we  make  out  ticket 
under  the  word  'Deposit'  by  filling  in  'present  address  of 
depositor;  the  name  of  maker  of  check;  on  what  bank 
drawn;  to  whose  order  drawn;  and  the  amount  of  check. 

"Initials  of  clerk  who  looks  up  endorsement  are  placed 
under  'End.  O.  K.' 

"When  check  is  made  to  the  order  of  a  person  other 
than  the  depositor,  we  accept  it  for  deposit,  provided  we 
know  the  endorsement,  and  when  we  verify  endorsement 
by  signature  from  an  account  in  this  institution,  we  put  the 
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number  of  that  account  on  line  under  *01d  Acct.';  if  that 
person's  account  is  still  open,  we  cross  out  the  word  *01d/  " 
(Form  51.) 

The  check  register  shown  herewith  (Form  50)  is  very- 
good.  It  gives  a  complete  history  of  every  check  han- 
dled by  the  bank,  and  while  it  is  attended  with  some  labor^ 
and  the  information  contained  therein  not  often  required, 
the  readiness  with  which  checks  can  be  traced  when  neces- 
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sary  more  than  repays  for  the  labor  involved  in  making 
the  daily  records. 

In  using  Form  49,  as  the  checks  are  received  on  deposit, 
the  number  of  the  account  is  noted  on  the  back  for  the 
purpose  of  listing  on  the  check  register,  and  no  other  record 
need  be  made  than  the  number  of  the  account,  as  the  de- 
posit slip  will  verify  the  transaction  in  case  verification 
should  become  necessary.  If  desired,  the  deposit  ticket  at 
the  right  of  the  perforations  can  be  transposed  and  the 
checks  set  opposite  the  items  in  the  main  sheet,  and  extend- 
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ed  at  the  same  time;  or,  it  can  be  arranged  to  fold  under 
and  used  as  a  carbon  sheet  and  the  two  records  made  at  the 
same  time.  But  as  this  was  intended  nrimflriJy  for  a  check 
register  and  incidentally  as  a  deposit  ticket,  the  standard 
form  of  the  latter  was  followed. 
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CHAPTER  XVII 

GENERAL    ORDERS    AND    IDENTIFICATION 

"The  man  with  a  camera  eye,"  who,  having  once  seen 
a  face  never  forgets  it,  and  who  will  pick  his  man  out  of  a 
thousand,  and  whom  disguises  and  the  changes  resulting 
from  age  cannot  deceive,  makes  a  good  detective;  but  that 
"camera  eye"  would  make  him  an  equally  good  hotel  clerk 
or  bank  teller,  especially  a  savings  bank  teller,  whose 
function  it  is  to  deal  with  the  multitudes  and  not  get  his 
people  mixed.  The  teller  in  the  bank  of  discount  deals 
with  a  limited  few,  and  frequently;  the  savings  bank  teller 
deals  with  thousands,  and  infrequently;  and  to  photograph 
mentally  every  depositor  would  be  a  feat  only  for  those 
with  camera  eyes;  and  these  worthy  gentlemen  are  scarce. 
In  fact,  the  savings  bank  does  not  ask  its  tellers  to  iden- 
tify the  depositor  in  person^  for  back  of  him  is  a  cabinet 
full  of  little  drawers,  and  the  drawers  full  of  cards,  and 
with  such  an  outfit  he  is  ready  for  all  comers. 

As  before  stated,  it  answers  every  purpose  of  practical 
banking  and  every  requirement  of  the  law  which  holds  sav- 
ings banks  to  due  care  in  making  payment,  if  the  signature 
is  one  that  would  pass  an  ordinarily  careful  ^man,  and 
the  test  questions  are  answered  correctly,  and  the  foregoing 
is  all  the  identification  required.  But  in  some  instances  it  is 
impossible  to  obtain  a  signature,  and  without  the  aid  of  an 
interpreter  the  test  questions  cannot  be  recorded.  But  with 
the  advent  of  the  Finger  Print  System  and  its  wide  adop- 
tion by  banks  in  all  parts  of  the  country,  we  now  have  the 
only  infallible  test  for  illiterates ;  and  having  passed  the  test- 
ing period  and  proven  to  be  the  test  par  excellent,  it  is  now 
recognized  as  the  only  safe  method  of  identifying  those  who 
cannot  respond  to  the  usual  procedure.* 

Identification. 

There  are  other  and  frequently  better  methods  of  iden- 
tification than  the  mere  signature,  as  important  as  this  may 
be.     The  family  history  is  a  valuable  help,   for  the  one 
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who  would  and  could  forge  the  signature  might  not  be  able 
to  furnish  the  other  details  of  family  record.  One  large 
bank  in  New  York  requires  all  depositors  upon  withdraw- 
ing money  to  give  the  present  residence  at  the  bottom  of 
the  order.  When  the  signature  is  compared,  this  is  noticed, 
and  if  the  address  has  changed,  note  is  made  of  the  same. 
This  is  a  very  good  idea,  for  while  several  cases  are  on 
record  where  money  was  fraudulently  drawn  by  answering 
all  the  test  questions  and  signing  the  name  correctly,  it  is 
extremely  doubtful  if  the  holder  of  the  book  in  these  in- 
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stances  could  have  given  off-hand  the  former  addresses  of 
the  depositor,  especially  if  they  had  frequently  changed. 
The  fellow  who  obtained  possession  of  James  Wall's  book 
on  the  Emigrant  Industrial  Savings  Bank,  and  by  writing 
to  Wall,  ascertained  his  pedigree,  even  going  so  far  as  to 
ask  the  name  of  the  ship  he  came  over  in,  (which  formed 
part  of  the  identification  questions),  and  thus  fortified, 
managed  to  get  Wall's  money  by  his  familiarity  with  these 
facts,  would  have  had  difficulty  in  telling  where  James 
Wall  had  lived  if  he  had  moved  from  time  to  time. 

There  are  little  tricks  in  identification  that  often  are 
safe,  and  save  the  depositor  considerable  trouble.  In  the 
first  place,  if  the  (le])ositor  writes  poorly,  if  he  has  a  scar  of 
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any  sort  that  is  permanent,  this  is  a  good  test;  also  if  there 
is  a  peculiarity  about  him  that  is  noticeable.  Registered 
letters  addressed  to  the  depositor,  initials  in  hat,  marks  on 
clothing,  monograms  on  jewelry,  etc.,  often  play  important 
parts  in  the  process  of  identification. 

But  frequently  other  and  better  tests  are  desirable,  as 
where  the  signature  is  radically  different   (as  is  often  the 
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case),  and  where  other  lines  of  identification  are  unsatis- 
factory or  impossible.  In  such  cases  it  is  customary  to  ask 
other  banks  in  w^hich  he  may  have  accoimt  to  verify  his 
signature,  and  recognizing  that  they  may  also  ask  like  fa- 
vors, the  request  is  usually  granted.  Some  banks  have 
proper  forms  for  this  purpose,  as  will  be  seen  from  Forms 
52  and  53.  A  simple  illustration  will  suffice:  ]Mr.  B.  has 
a  deposit  in  a  savings  bank,  and  for  some  reason  or  other 
the  bank  has  not  obtained  his  signature.  He  wants  to  draw 
some  money.  U])on  comparison,  the  teller  finds  no  signa- 
ture recorded,  or  a  discrepancy,  and  advises  Mr.  B.  that  he 
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will  have  to  furnish  credentials.  Upon  being  advised  that  a 
bank  identification  is  the  most  desirable  and  often  the  easiest 
to  obtain,  he  goes  to  another  bank  in  which  he  has  account 
and  asks  them  to  certify  to  his  signature.  This  they  willing- 
ly do.     His  signature  is  taken  in  the  proper  place  and  he 
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has  no  further  trouble.  The  same  is  true  among  banks  of 
discount  in  vouching  for  the  character  of  new  depositors 
wishing  to  open  accounts.  But  money  in  hand  being  the 
only  credential  with  savings  banks,  such  introduction  is  not 
required. 

General  Orders. 

There  are  numerous  reasons  why  two  names  should  be   • 
on  a  pass  book.     Reasons  connected  with  death,  sickness, 
absence  from  home,  convenience,  gifts  of  money,  etc.    And 
the  public  has  been  duly  educated  up  to  the  value  of  such 
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accounts.  There  are  also  reasons  why  the  owner  of  the 
property  should  retain  absolute  control  over  the  same  as 
long  as  he  lives.  There  are  Kkewise  good  and  sufficient  rea- 
sons why  one  having  a  single  name  account  should  permit 
another  to  draw  practically  at  will  against  it,  yet  not  have 
any  interest  in  the  funds  on  deposit  before  or  after  death. 
Frequently  old  people  or  those  living  at  a. distance  from 
the  bank  prefer  to  entrust  the  drawing  of  money  to  some 
member  of  the  family,  a  relative,  or  an  attorney. 

In  order  to  vest  another  with  power  to  draw  money 
from  a  savings  bank,  one  of  three  courses  may  be  taken: 
First,  the  change  of  the  account  to  a  joint  or  trust  form, 
by  closing  the  old  and  opening  the  new  account.  Second, 
to  file  a  general  or  unlimited  order  with  the  bank.  Third, 
and  similar  to  the  second  method,  is  by  power  of  attorney. 
A  bank  would  not,  in  law,  be  bound  to  recognize  a  simple 
blanket  order  and  allow  the  holder  to  draw  at  will,  but 
would  be  obhged  to  recognize  such  a  wish  by  a  power  of 
attorney  properly  drawn. 

A  general  order  is  to  all  intents  and  purposes  an  order 
for  the  balance  in  full,  payable  as  directed  to  the  one  au- 
thorized to  draw.  The  order  is,  of  course,  revokable.  At 
times,  a  depositor  will  be  convenienced  by  giving  another 
power  to  draw  dividends  only.  (Form  55.)  In  Massa- 
chusetts, under  the  insurance  law,  the  banks  are  permitted 
to  charge  the  premiums  against  the  depositor's  account. 
This,  of  course,  would  not  need  authority  from  the  depos- 
itor to  make  the  charges. 

Powers  of  Attorney. 

But  in  the  matter  of  power  of  attorney,  the  bank  is 
hound  to  know  that  the  power  is  revoked  by  the  death  of  the 
depositor,  and  such  orders  are  necessarily  accompanied  with 
some  risk.  In  the  case  of  Hoffman  vs.  Union  Dime  Sav- 
ings Bank  (New  York  Savings  Bank  Cases,  p.  62),  prob- 
ably the  best  power  of  attorney  case,  so  far  as  savings 
banks  are  concerned,  in  the  New  York  courts,  it  was  held 
that  unless  the  holder  of  the  power  was  vested  with  some 
interest  in  the  fund  that  caused  it  to  survive  the  death 
of  the  principal,  the  power  was  revoked  instantly  upon  the 
death  of  the  depositor.  The  bank,  therefore,  should  have 
made  inquiry  if  the  jmncipal  was  alive  before  making  pay- 
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wx^^...^-^^^^ ^^     *!2^^  ^^w^--^-.^ -"      " '  of  iAe  money 

otanJing  to  2'OcycrtdU  on  the  hookt  of  the  said  Society,  and  upon  rece^  thereif,  or  any  part 
thereof,  in  /c^  name  to  execute  and  deliver  to  the  eaid  Society  ypod  and  tuJSeieni  rtempU  or 
aeptittaneee  Jor  the  tame. 

IN  WITNESS  WHEREOF,  V       have  hereunto  $et   t^hand  and  teal 


pipwIlOT  atfB  kara.)    -f  •         ^f *"•• 


/^^^ HP 


Sealed  a»d  detivtrttf  in  tke  pretence  of  na: 


(il.  B. — ^Tb«  pM»-book  of  the  depmitor  mast  be  prewoied  at  the  ofioo  tt  the  Uoe  of  deaandiog  pftjVMti 
bdImi  previootljr  left  thereat  for  MUkmeot. 


FORM    ^^. — Pd^TR    or    ATTORNET. 

menty  and  in  failing  to  do  so,  assumed  the  risk  of  establish- 
ing in  the  holder  such  interest  as  caused  the  power  to 
sur\ave. 

After  a  long  contest  in  the  courts  the  bank  was  able  to 
show  such  an  interest,  and  payment  was  finally  sustained, 
but  the  case  twice  went  against  the  bank.  When  such  or- 
ders are  filed,  more  than  ordinarv^  care  should  be  taken  to 
ascertain  the  fact  that  the  depositor  is  still  alive  before 
making  payment. 
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The  proper  thing  to  do  in  the  matter  of  powers  of  at- 
torney is,  of  course,  to  make  notation  on  the  signature  card, 
"Power  of  Attorney  in  William  Smith.  See  files."  Filed 
among  the  powers  of  attorney  will  be  this  document.  Banks 
not  having  to  refer  to  the  signature  at  every  transaction 
could  make  notation  on  the  ledger  account.  And  in  all 
cases  this  might  be  done  on  the  pass  book  in  lead  pencil. 
The  signature  of  the  one  holding  the  power  should  also 
be  taken,  as  a  matter  of  identification.  Where  the  account 
is  closed  by  one  transaction,  proper  identification  only 
would  be  necessarj\ 

Where  a  general  order  is  filed  in  "home-made  style,"  as, 
for  instance,  "Please  let  mv  sister  Emma  draw  whatever 


MlMTT  ■■  MKSVrrcO  WITN 


^ "^^X^J      RECEIVED  FROM       ' 

THE  SAVINGS  BANK  OF  UTICA 

IT  IN  •*>•  Bmnc  a*  mibwwi  ar  mt  aeeii  wwnami*  a*  asovk 


'^y-T^.'^..^ 


F0R3I  57. — ^ENVELOPE  FOR  GENERAL  AKD  "hOME-MADI"  ORDERS. 

money  she  wants  on  my  account,  and  oblige,  etc.,"  and  the 
bank  cares  to  recognize  such  orders,  an  envelope  the  size 
of  the  ordinary  check  would  come  into  play,  and  the  order 
could  be  inserted  therein,  with  reference  to  the  same  on 
the  account.  Where  the  filing  is  done  by  accounts  and  not 
by  months  and  days,  the  general  order  may  be  filed  in  its 
proper  place  and  all  subsequent  orders  attached  thereto. 

On  account  of  the  annoyance  caused  by  these  general 
orders,  many  banks  refuse  to  honor  them,  and  insist  upon 
changing  the  account.  Powers  of  attorney,  in  the  light 
of  the  Hoffman  case,  surely  ought  to  be  avoided  as  much 
as  possible.  A  little  argument  is  all  that  is  necessary  to 
show  the  depositor  the  wisdom  of  doing  some  things,  and 
the}'  are  usually  agreeable  to  anything  that  will  accomplish 
the  result  desired.  And  a  joint  or  trust  account  will  usu- 
ally answer  every  purpose  and  fully  protect  the  bank. 


CHAPTER  XVIII 

ALTERATION  OF  PASS  BOOKS  AND  TRANS- 
FER OF  ACCOUNTS 

A  savings  bank  pass  book,  once  issued  should  never  be 
altered.  It  is  liable  to  lead  to  complications  and  should 
not  be  encouraged.  Not  that  a  loss  or  a  law  suit  will  fol- 
low, as  a  matter  of  course,  but  law  suits  have  arisen  over 
just  such  trivial  matters,  and  it  is  best  to  be  on  the  safe  side 
of  the  question.  As  to  the  addition  of  a  name,  this  is  not 
attended  with  as  much  risk  as  an  erasure,  and  is  practised 
to  a  greater  or  less  degree  in  a  great  number  of  banks,  and 
many  have  forms,  for  such  purposes.  Frequently  savings 
bank  officials  are  asked  to  add  names  to  existing  accounts, 
or  to  alter  single  name  accounts  to  joint  or  trust  accounts  or 
vice  versa.  It  is  always  advisable  when  such  alterations 
are  made,  that  the  authority  for  so  doing  should  be  clearly 
stated  and  filed  for  reference. 

Frequently  a  bank  is  asked  to  alter  a  savings  bank  pass 
book  in  order  to  defeat  the  operation  of  law.  For  instance : 
A  depositor  having  a  balance  of  about  $600  was  sued  for 
damages  sustained  by  a  workman  injured  in  his  employ. 
Having  a  son  by  the  same  name,  he  asked  the  bank  to  add 
"Jr."  to  his  name,  making  it  appear  that  it  was  the  boy's 
money.  This,  of  course,  the  bank  refused  to  do,  and  for 
good  and  sufficient  reasons.  But  as  a  remedy  suggested 
that  he  withdraw  his  monev. 

The  case  of  Kelly  vs.  Beeres  (194  N.  Y.,  49),  one  of 
the  most  recent  (January,  1909,)  and  most  exhaustive  of 
the  "Joint  Account  Cases,"  in  the  New  York  courts,  arose 
in  a  large  measure  over  such  alterations.  The  depositor  had 
accoimts  in  several  savings  banks,  in  single  name  accounts, 
and  had  them  altered  to  either  joint  or  trust  accounts  for 
her  daughter.  The  deceased  depositor  left  a  will  disposing 
of  her  deposits  in  the  various  banks,  by  which  the  daughter 
was  to  receive  about  $7,000,  while  the  deposits  totaled  $9,- 
878,  and  action  was  brought  to  test  the  legality  of  these 
alterations  and  changes,  which  the  daughter  successfully 
sustained  on  the  ground  that  the  mother  had  intended  to- 
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create  joint  ownership  in  these  moneys  and  the  intent  being 
clear,  no  particular  formula  was  required  for  so  doing. 

Change  of  Name. 

The  only  addition  to  a  book,  about  which  there  can  be 
no  question,  is  in  the  case  of  women  who  marry,  and  desire 
to  retain  the  old  book.  In  such  cases  it  is  entirely  proper  to 
add  the  marriage  name,  as  for  instance:  "Lillian  P.  King 
now  Fisher." 

But  erasure  or  crossing  out  of  names  is  quite  a  different 
matter  and  should  never  be  practiced.  It  is  frequently  re- 
quested, and  often  for  good  and  sufficient  reasons,  but  the 


forJBdIuc  'Rcceive^.vr:. hereby  assign  to  Z\K  Com  Excbattoc  Sanft, 

the  sunt  of .^tmt^^'i^. trr:'^^rrfr<-rrff^'^t<%r^^^^.,^ . . .rrrrrrrrr T>\. . ..Dollars,  due  by  the 


as  sfu>wn  by  Pass  Book  ^'o.^^.^..p^./^^.....o/  said.M<<<<*<c<u^^Z^.{^r^r^./^^ 

.  detifered  kertwitk,  with  auikority  to  demand  and  to  rtcetvt  said  sum  and  to  r*c*ipt  therefor. 

Witness 


FORM    58. ASSIGNMENT    OF    PASS    BOOK. 

account  should  be  closed  and  a  new  account  opened,  thus 
making  a  self-explanatory  transaction. 

Two  cases  in  the  New  York  courts  illustrate  this  point. 
In  one,  that  of  Beaver  vs.  Beaver  (117  N.  Y.,  421), 
the  account  was  opened  by  the  father  "for"  the  son. 
The  son's  name  was  erased  from  the  book,  but  by  whom 
and  when,  did  not  appear.  Action  was  brought  by  the 
representatives  of  the  son,  after  the  death  of  both  father 
and  son,  to  recover  the  money  so  deposited,  and  while  the 
erasure  did  not  materiallv  affect  the  outcome,  it  was  an 
act  that  was  open  to  question. 

In  the  famous  Totten  case  (Matter  of  Totten,  New 
York  Savings  Bank  Cases  Xo.  22),  a  trust  account  was 
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altered  by  erasure,  and  when  carried  forward  to  a  new 
number  in  the  ledger  of  the  bank,  the  account  was  headed 
without  the  erased  portion.  This  also  had  but  little  effect 
on  the  final  outcome,  but  the  questions  always  arise  in  such 
instances:  Who  made  this  erasure?  When  was  it  done  and 
by  whose  authority?  What  was  the  intent  in  opening  an 
account  in  one  form  and  by  erasing  a  name,  change  the 
character  of  the  account,  and  what  is  the  result  upon  the 
party  whose  name  is  thus  cancelled?  It  is  much  safer  in 
law  and  much  better  in  banking  to  take  the  depositor's  rc- 
ceipt  in  full  for  the  amount,  issue  a  new  book,  and  no  ques- 


^be  Corn  Cxcbange  JBanK 


^<'-    -^    '^  /^^^ 


•  •■•••  I 


To. 

Please  take  notice  that  we  fiold  Pa^s  BookKo.y.C/..7^.\. 
of  your  institution  in  name  ()5^VrrrrT?ct<\f^^r<ri^^  assignment  and 

check  for  $./P.^.T:. as  collateral  on  loan  made  with  us. 


JVe  uiU  notifu  ydu  when  loan  has  been  paid. 

TUB  COVJ 
Sptcimen  ti/fnnfurr  of  d<potf/or.  f^ 


Mmmm§€r, 

. . .  BRANCH. 


nr  a^ffciMCM  MOKAruM*  acc<  aav  *««■■  with  ■ac«aa«o   ■••••« twm«  or  CM^aura*,  luMOkv  M«rirt  w»  at  awct  «?  mum 

FOBM    59. NOTICE    OF    ASSIGNMENT    OF    PASS    BOOK. 

tion  can  arise, — provided,  of  course,  the  one  making  the 
withdrawal  has  the  right  to  do  so.  It  is  about  the  same  as 
altering  a  will  by  crossing  out  paragraphs,  and  is  bound 
to  open  the  question  box,  and  question  boxes  are  no  part 
of  savings  bank  equipment.  They  are  full  of  trouble  and 
should  be  left  alone. 

Transfer  of  Pass  Books. 

Transfers  of  pass  books,  being  essentially  deposits  and 
withdrawals,  except  in  cases  where  names  are  added  to  the 
book,  are  usually  treated  precisely  as  cash  transactions  and 
put  through  the  usual  course,  although  some  banks  make 
these  a  separate  record,  and  do  not  put  through  the  cash 
anvthing  that  is  not  cash.     Inasmuch  as  these  transfers 
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generally  carry  interest,  it  is  advisable  to  have  some  provision 
for  "distributing"  the  amount  transferred  at  the  time,  so 
that  reference  to  the  old  account  will  not  be  necessary  when 
the  next  dividend  is  computed.  Forms  62  and  63  illus- 
trate this  point.  Notation  is  made  on  the  new  account 
and  no  other  reference  is  necessary  to  properly  compute 
the  interest.  Transfers  are  not  always  attended  with  ac- 
crued interest,  as  for  instance  in  transferring  to  those 
having  no  previous  interest  in  the  account.     Banks  make 


JVw  York  CU\fr<^P^:f/.^... 


of>rff^^^4Ar1^a.4rr:^ wOX  pUas« 

pay  to  Wdc  Com  Excbansc  Sank, 


>,  ihs^um  of 


DoUar$,  named  in  the  wWUn  aMtignment, 

find  charge  to  Book  Ko.^.Yy^.^ry 

%./oo'-' 


FORM    60. — ORDER   OX    SAVINGS    BANK   TAKEX    WITH    ASSIGN3IENT    IK    FOR^I    58. 


their  own  rules  in  such  cases,  but  the  usual  custom  is  to 
allow  interest  where  the  ownership  of  the  book  is  not  mate- 
rially changed,  or  the  funds  are  not  disturbed.  Some  banks 
even  go  so  far  as  to  allow  interest  if  the  funds  withdrawn 
are  re-deposited  the  same  day.  And  this  would  seem  to 
be  fair. 

For  the  simple  act  of  closing  a  book  and  opening  a  new 
one  in  the  same  or  in  another  name  Forms  62  and  64  are 
helpful.  Form  62  of  the  Chelsea  Savings  Bank,  Norwich, 
Conn.,  with  stub  showing  the  distribution  of  interest  is 
especially  good.  The  addition  of  a  name,  making  the  same 
a  joint  account,  with  like  privileges  to  each  depositor,  which 
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?rew  ror;j?:r::^X^?rrtr^^  


^o,'<^C^rr<^^c^^^ 


Please  take  notice  that  loan  fnade  by  us  with  Pass  Book 
^orr.y^.^A.7-^"-   of  your  institution  in  nam€  ofT^- 
as  collateral,  has  been  paid  and  we  desire  to  withdraw  notice  of<^<^^../^f:/.^(  .9. 


FOBM    61. WITHDRAWAL   OF    ASSIOXMEKT    NOTICE    IX    FORM    59. 

alters,  materially,  the  original  contract  of  deposit,  should 
have  a  clear-cut  order,  explicit  in  its  intent,  and  Form  64 
of  the  Albany  Exchange  Savings  Bank  will  illustrate  this 
point.  The  fine  print  of  this  order  is  especially  good.  It 
was  by  a  similar  order  that  Mrs.  Beeres  in  the  Kelly  vs. 
Beeres  case  referred  to,  changed  her  accounts  and  accom- 
plished her  very  evident  purpose  that  the  daughter  ^should 
have  these  moneys. 

Assignments. 

Assignments  of  books  are  not  to  be  encouraged.  Some 
banks  will  not  recognize  pass  book  assignments,  and  still 
others  require  that  the  transaction  be  made  at  the  bank. 
Such  assignments  are  frequently  made  in  large  cities  in 
real  estate  and  other  business  transactions,  and  especially 
during  the  closing  months  of  the  interest  period  when  to 
withdraw  the  funds  would  sacrifice  the  accrued  interest. 


CHEDfT  D.^^  ffa.^^^^ I  ^'^    -^  -^  *  ' 

, ^-^^^ _.^ }  t^^^  Norwich.  Comm. 

-^^^^^^^^^ ■.,  ''  The  Chelsea  Savings  Bank. 

T,wns/trrwd  from  i"        ''        "^'^  I  "3V"5^/^  ^ 

^  J^no^  >-^   !'     '/o  ^^yyi^ *Lf^l^ -^""^ ^-^-^-P^^^^^X^^-^— 

N0. ^^. 7 *>.  j.j^^ , -  \^f,t<x^ -^rr-r-:: — i:;. .— .^"r^-n  oouars 

^^^     :-  -^^\  \  umd  charg/io  mty  mummmt.  D*po*U  B«ok,  N0..A'J^7^K-. 

Omt      I  .  .    I  . ._  ^ 


s.^.^^^^y^    iwV^^^^^^ 


/ 


FORM    62. TRANSFSR    OF    ACCOUNT.      STUB    SHOWS    I271XRE8T    DISHIIBUTIOX. 
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Hence  many  commercial  banks  accept  such  security  with- 
out hesitation.  One  bank  at  one  period  held  over  $200,000 
of  such  loans,  with  books  scattered  all  over  New  York, 
as  security.  The  form  used  by  the  Corn  Exchange 
Bank  of  New  York,  is  quite  complete,  and  is  worthy 
of  wide  adoption.  Where  the  transaction  is  between  a  de- 
positor and  a  bank  of  discount  the  risk  is  nil,  but  when 


TRANSFER 

NO 


$ cf(pP. .6  MOS 

$. /.^..f  _ 3  Moa 

<  NfiTfiM  Int. 


6^o 


From  No 


Teller. 


w%. 


FORM     63. — TRANSFER    OF    ACCOUNT    WITH    INTEREST    DISTRIBUTION. 


made   between   private   parties,   there   is   room   for   gross 
frauds. 

This  matter  of  assignments  presents  one  or  two  fine 
points  of  law,  upon  which  the  cases  in  the  courts  are  not 
over-numerous.  Whether  or  no  a  savings  bank  may  make 
a  rule  that  no  pass  hook  can  he  assigned,  or  will  not  rec- 
ognize any  assignment,  does  not  seem  to  have  been  judi- 
cially determined,  at  least  in  New  York.  But  a  pass  book, 
being  evidence  of  ownership,  while  not  negotiable,  is  doubt- 
less assignable  like  any  other  evidence  of  debt.  But  since 
a  bank  may  make  reasonable  rules  for  its  protection,  it  is 
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OF  AZ.BA  Xnr,  IT.  T. 

Tr^sfer  to  n|^  account,  in^  Albany   Exchange  Savings  .  Bank,  in  my.  name 

>r— :.': ? 'Z...'r...  T.. „-.. Dollars, 

the  balance  of  deposit  account,  as  per  accompanying  Pass-book  No..  /V.^7  A 


to  which  said  new  accoont,  plefts«  add  th«  lutme  of 

u  Owner  *nd  creditor  with  myMtf  of  all  moaeyt  deposited  this  day,  or  of  all  moneys  which  nuy  hereafter  be  depoaitcd  In  said 
Albany  ExcbAnf^e  Savinys  Bank  trader  said  new  account,  together  with  all  the  interest  which  may  hereafter  be  credited  to  the  paid 
new  account ;  with  loU  authority  for  each, .or  either  of  os,  or  the  survivor  of  us,  to  draw  out  from  the  said  Bank,  the  whole  or  any 


part  of  surh  moneys  or  such  interest.    I  hereby  certify  that  the  Joint  owner  with  me  of 
b  stOl  livmK 


%Sbo— 


It  account. 


Ka/_^/'7>5 


FOR3I    64.— TRAKSFER    OF    ACCOUNT.      NOTE     FINE    PRINT. 

probably  true  that  the  courts  would  sustain  a  by-law  to 
the  effect  that  notice  of  assignments  must  be  given  the 
bank.  And  this  for  the  same  reason  that  stock  in  corpora- 
tions, while  transferable  from  hand  to  hand,  is  not  binding 
upon  the  corporation  unless  duly  endorsed  upon  the  records 
of  the  corporation. 

Where,  however,  the  assignment,  through  fraud,  is  for 
more  than  the  amount  due,  the  assignee  would  take  no 
better  title  to  the  funds  than  had  his  principal,  and  could 
only  claim  that  which  was  due  the  depositor.  He  could, 
however,  if  obstreperous,  make  trouble  for  the  bank,  and 
the  free  transfer  of  pass  books  is  not,  and  should  not  be 
encouraged.     But  many  banks  provide  for  such  transfers 


ditg  JmWutian  (or  Sainn^s. 

Lowell,  Mass.,  ^^7Zo/l./0  m 


€0  fbe  Crcaiwrcr  % 

^  Sir :    For  >»lue  received  I  hereby  transfer,  assign,  and  set  over  to 

.  <2^.*^-co^L.<-o^  ':^2^^i.<^>:^<i->!»-'       all  my  rights,  title,  and  interest  in 

Witness:    c-T7"<? 


F0R>r    65. — SIMPLE    F0R3I    OF    ASSIGNMENT. 
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by  proper  blanks.     A  simple  form  will  be  found  in  Forms 
65  and  66. 

Deceased  Persons. 

Accounts  of  deceased  persons  are  attended  with  some- 
what elaborate  ceremony.  The  contract  of  the  bank  is  to 
pay  "the  legal  representative,"  and  who  the  duly  authenti- 
cated legal  representative  is,  must  be  "duly"  ascertamed. 
Where  the  amount  involved  is  small,  the  custom,  more  or 


^HARLESTOWN, 


^OT  j^alj|t  ^R^t^llt  I  furetf  assignjransfer  and  ut  OVA 


tmtoQy..J^^  Deposit  Book  Ho. 

issued  by  the  0^RLESTOWN  FIVE  CENTS  SAVINGS  BANK 

Uh^rrr^r^.c^y^iOje..'^^!^ ~.  ton^tker  with 

ail  mon^s  now  due  thsmm,  subject  to  .the  By-Laws  of  said  Bank, 

Signed  and  sealed  .^^^1=^^  

FORM    ^Q. ^ASSIGNMENT. 

less  general,  is  to  pay  to  the  family  for  burial  expenses, 
etc.,  and  in  such  cases  proof  of  death,  proper  releases,  etc,, 
are  required.  In  New  York,  all  savings  bank  accounts  are 
affected  by  the  inheritance  tax  law,  and  the  consent  of  the 
State  Comptroller  must  be  obtained  before  making  pay- 
ment. But  this  is  such  a  lengthy  and  important  subject 
that  it  is  reserved  for  extensive  treatment  by  itself.  Suffice 
for  the  present  to  give  the  rules  of  the  Union  Dime  Savings 
Bank,  which  appear  on  the  back  of  the  order  used  in  such 
cases,  giving  the  procedure  required.  This  is  typical  of  the 
custom  prevailing  in  the  New  York  savings  banks: 

Requirements  for  Transferring  the  Account  of  a 

Deceased  Person. 

1.  The  pass-book. 

2.  Certificate  of  appointment  of  executors  or  administrat- 

ors. If  not  known  at  the  bank,  their  signatures  should 
be  endorsed  on  the  certificate  and  verified  by  a  bank 
officer  or  notary  public. 
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8.  Waiver  from  the  State  Comptroller  as  to  tax.  In  New 
York  City  apply  to  his  attorney,  Edward  H.  Fal- 
lows, 170  Broadway.  We  can  obtain  the  waiver,  but 
it  may  take  a  few  days  longer. 

4.  This   transfer   blank   signed   by   the   administrator   or 

executor  at  the  word  "Signature." 

5.  Specimen  signatures  of  executors  or  administrators  on 

Form  A,  for  attaching  to  our  books. 

6.  Please  state  how  many  names  are  required  for  drawing. 

Requirements  for  Transferring  a  Trust  Account  to 

THE  Beneficiary. 

1.  The  pass-book. 

2.  This  transfer  blank  signed  at  the  word  "Signature." 

(a)   by  the  trustee,  if  living; 
(6)   if  deceased,  by  the  beneficiary. 
8.     In  case  of  death  of  the  trustee,  a  death  certificate  from 
the  public  authorities,  or  other  satisfactory  evidence 
of  death. 

4.  Specimen  signatures  properly  identified  of  the  benefi- 

ciary on  Form  A,  for  attaching  to  our  books  and 
cards. 

5.  The  trustee  can  transfer  the  account  only  to  the  bene- 

ficiarj^  originally  named. 

Lost  Books. 

Having  a  clear  idea  of  how  and  to  whom,  and  under 
what  conditions  and  restrictions  savings  banks  pay  money, 
let  us  close  this  part  with  a  brief  review  of  the  procedure 
when,  for  various  reasons,  such  as  lost  or  stolen  books,  ad- 
verse claimants,  etc.,  the  account  is  placed  under  notice  not 
to  pay. 

The  loss  of  a  savings  bank  pass  book  is  an  easy  matter, 
and  of  common  occurrence.  It  is  doubtful  if  any  feature 
of  savings  bank  management,  aside  from  deceased  persons' 
accounts,  is  attended  with  more  annoyance  than  is  the  mat- 
ter of  lost  books.  For  the  owner,  it  means  anxiety,  delay, 
notice  tp  bank,  advertising  expense,  affidavit  or  bond,  as 
the  case  may  be,  and  a  search  of  likely  places  in  which  the 
loss  may  have  occurred.  For  the  bank,  it  means  explana- 
tion, search  of  the  indices  for  account  number,  stop  order. 
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preparation  of  the  advertisement,  and  often  the  payment  of 
the  bill,  the  drawing  of  the  bond  or  affidavit  and  the  closing 
of  the  old  account  and  the  opening  of  the  new.  Many 
banks  make  no  charge  for  all  this,  except  the  advertising, 
attending  to  the  details  as  a  matter  of  courtesy.  Most 
banks  have  forms  for  the  several  steps,  which  will  be  re- 
served for  another  chapter,  tracing  in  detail  the  procedure 
in  cases  of  lost  books  and  issue  of  new  ones,  or  payment  of 
the  money,  which  amounts  to  the  same  thing. 

It  is  quite  the  universal  practice  to  require  that  notice 
of  lost  books  be  immediately  filed  with  the  bank,  and  in- 
structions to  this  effect  are  to  be  found  on  practically  all 
pass  books  of  such  institutions.     And  the  depositors  are 
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quick  to  do  so,  as  many  are  fearful  that  the  loss  of  the 
book  means  the  loss  of  the  money. 

The  situation  is  materially  different  when,  through  theft, 
the  book  gets  into  the  wrong  hands,  and  fraud  is  perpe- 
trated on  both  bank  and  depositor.  Due  notice  cannot, 
therefore,  be  promptly  given,  and  the  bank  is  frequently  at 
the  mercy  of  crooks. 

Mistaken  Identity. 

Even  in  small  banks,  where  many  if  not  all  the  depos- 
itors are  personally  known  to  the  officers,  frauds  may  be 
perpetrated,  through  mistaken  identity,  as  will  be  illustrat- 
ed by  the  following  instance:  A  German  by  the  name  of 
Schmidt  had  an  account  in  a  savings  bank,  and  like  many 
of  this  race  was  a  frequent  depositor.  He  had  a  brother 
who  resembled  him  in  many  ways.  In  due  time  several 
drafts  were  made  on  the  account,  each  time  being  accom- 
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panied  with  explanations  and  apologies.  The  frequency  of 
the  withdrawals  becoming  suspicious,  the  teller  called  at- 
tention of  the  true  depositor  to  the  balance  (which  he  never 
verified) ,  and  inunediately  discovered  that  he  had  been  pay- 
ing the  brother,  thinking  he  was  the  owner  of  the  book. 
The  perpetrator  of  the  fraud  was  given  his  choice  between 
a  charge  of  fraud  and  forgery,  or  restitution,  and  wisely 
chose  the  latter.  It  was  simply  a  case  of  mistaken  identity, 
but  had  the  signatures  been  compared,  the  scheme  would 
have  been  uncovered  at  the  beginning.  But  this  was  an 
unusual  case,  and  in  large  institutions,  where  the  personal 
element  does  not  enter,  would  not  have  gone  through. 

Stop  Orders  ox  Lost  Books. 

The  first  step  in  the  case  of  a  lost  book  is  to  lodge  with 
the  bank  written  notice  of  the  loss  of  the  book,  and  to  stop 
payment  on  the  account.  In  order  to  do  this,  the  fii*st 
essential  is,  of  course,  to  make  notation,  where  attention 
will  be  called  to  the  fact  that  the  account  is  under  "sus- 
picion," and  to  look  into  the  matter  before  payment  is  made. 
The  usual  method  in  commercial  banks  in  the  case  of  stop 
payment  on  checks  is  to  have  a  register  of  such  items  for  the 
teller's  use,  and  such  orders  must  be  more  or  less  a  matter 
of  memory,  with  the  register  as  a  guide;  but  in  savings 
banks,  notation  can  be  made  on  the  ledger  account,  where 
the  old  style  ledger  is  used,  and  where  the  card  is  in  force 
(as  it  is  in  most  banks  and  eventually  will  be  in  all),  a 
card  with  distinctive  color,  as  in  Form  69,  which  is  bright 


UNION   SQ^UARE  SAVINGS   BANK 

fmrntrt,  INSTITUTION  rOR  THE  SAVINGS  OF  MiACH ANTS'  CLUKS 

No.  20  Union  Squarb,  New  York 

Pay,  by  opening  New  Aodmnt  with  ^me  title  as  be/ore^  the  Balance  due,  and 
charge  the  same  to  f^stwok  No.  /^*Cv  .■^^..-Jrw/  herewith. 

Dated.  .y€i4^^.Z<^. tg^.  ,^ 

{Signature)..^..  . 


FORM   68. TRAXSFEn   OF  ACCOUNT  TO    NEW   BOOK. 
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red,  can  be  inserted  with  the  ledger  card;  or  better,  at- 
tached to  it  with  paper  clip,  and  it  thus  stands  as  a  rail- 
way trainman  waving  a  red  flag  at  the  teller  to  go  slow 
at  this  point,  there  is  danger  ahead.  He  therefore  looks  up 
the  letter  file,  or  information  department,  or  whatever  may 
be  referred  to  on  the  card  and  ascertains  why  payment 
should  not  be  made. 

Other  things  than  the  loss  of  the  book  will  tie  up  an  ac- 
count, as,  for  instance,  disputed  ownership,  writ  of  attach- 
ment, hypothecating  the  book  as  collateral  security,  etc. 
And  where  such  attachments  or  notices  not  to  pay  are  filed, 
it  is  always  safe  to  follow  them,  even  in  the  case  of  joint 
or  trust  accounts,  until  the  matter  can  be  settled  between 
the  disputants. 

The  case  of  Mulcahey  vs.  Emigrant  Industrial  Savings 
Bank  arose  from  a  payment  made  contrary  to  a  stop  order^ 


y/.^//^;^. 


ACCT.  No. 


Do  not  pay 


FORM    69. — STOP    CARD. 


The  account  was  in  joint  names,  and  upon  the  death  of 
one  of  the  parties,  the  other  joint  depositor  notified  the 
bank  "not  to  pay  her  money"  to  the  wife  of  the  deceased 
depositor,  "when  she  should  come  to  the  bank  with  the  pass 
book."  Disregarding  the  notice,  the  bank  paid  the  holder 
of  the  book  upon  presentation  of  the  same  with  letters  of 
administration.  The  ruling  of  the  court  was,  in  substance, 
that  ha\ing  paid  to  the  legal  representative  of  the  deceased 
depositor,  the  bank  assumed  the  hazard  of  being  compelled 
to  pay  again  to  the  living  joint  depositor,  upon  her  estab- 
lishing her  actual  right  to  the  funds;  and  properly,  the  case 
was  one  for  an  interpleader  in  which  the  respective  rights 
of  the  claimants  could  be  judicially  determined.  The  proper 
procedure  in  such  a  case  would  be  to  pay  the  money  into 
court  and  let  the  court  decide  upon  the  ownership.     (Mul- 
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cahey  vs.  Emigrant  Industrial  Savings  Bank,  New  York 
Savings  Bank  Cases,  p.  89.) 

Likewise  the  case  of  Clark  vs.  Saugerties  Savings  Bank 
came  about  through  failure  of  the  bank  to  heed  the  injunc- 
tion "not  to  pay  the  money  to  anyone  but  herself."  Dis- 
regarding this  notice  also,  the  bank  paid  a  draft  of  $500, 
signed  by  the  husband  of  the  depositor,  upon  his  statement 
that  the  wife  had  sent  him,  by  issuing  a  check  to  the  de- 
positor's order  and  then  permitting  the  husband  to  endorse 
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the  wife's  name  "as  by  her  authority,"  by  mark  duly  wit- 
nessed. The  bank  lost  in  this  case.  (N.  Y.  Sav.  Bank 
Cases,  p.  55.) 

Frequently  in  family  quarrels  bank  accounts  become 
involved,  especially  joint  accounts,  and  the  bank  is  notified 
not  to  pay  the  other.  The  contract  usually  is  to  pay  either, 
and  until  notice  it  has  a  perfect  right  to  do  so,  but  in 
such  instances  it  is  always  wise  to  refuse  to  pay  either 
without  the  signature  of  the  other,  or  to  ask  for  a  caveat 
against  the  account,  thus  legally  tying  it  up  ( Form  71 ) ; 
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or  to  pay  the  money  into  court  and  let  the  disputants  settle 
the  controversy  among  themselves.  Frequently,  if  the  mat- 
ter is  held  up  for  a  little  time,  the  affair  will  adjust  itself. 
Some  banks  ask  the  legal  notice  of  withdrawal  and  notify 
the  warring  factions  that  if  they  do  not  get  together  before 
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that  time  it  will  pay  to  certain  parties,  and  that  usually 
ends  in  a  settlement.  In  one  New  York  bank  notice  is 
given  the  interested  parties  that  unless  suit  is  brought  to 
determine  the  ownership  xmtJdn  thirty  days,  the  bank  will 
take  a  certain  course,  and  experience  demonstrates  that 
time  is  the  great  healer  of  such  disputes. 


CHAPTER  XIX. 

THE  TELLER  AND  HIS  CASH 

By  law,  all  banks  of  discount,  and  in  some  States,  stock 
savings  banks,  are  required  to  carry  a  minimum  cash  re- 
serve and  the  character  of  that  reserve  is  usually  stipulat- 
ed. But  mutual  or  trustee  savings  banks  are  not,  as  a  rule, 
restricted  as  to  the  minimum,  but  quite  generally  a  moiri- 


mum  reser\-e  is  named.  The  character  of  that  resen-e  (or 
to  speak  more  correctly,  available  fund),  is  not  defined, 
and  usually  consists  largely  of  bank  credits.  The  amo^mt 
of  such  credits  in  other  banks  is  also  Hmited,  but  as  to  the 
cash  on  hand,  it  is  a  matter  of  judgment,  and  is  left  to  the 
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discretion  of  the  bank  officials.  Thus,  in  national  banks, 
a  certain  percentage  of  their  deposits  must  be  kept  with  the 
Federal  Reserve  Bank  of  the  district  and  as  much  or  as  little 
in  the  bank  vaults  as  needs  may  require.  Until  the  advent  of 
the  Federal  Reserve  System  national  banks  were  required 
to  keep  a  certain  percentage  of  reserA'e  on  hand  and  on  de- 
posit with  resen-e  agents,  and  national  bank  notes  could  not 
form  a  part  of  the  cash  reserve  fund.  State  banks  and  trust 
companies  are  required  to  keep  stipulated  resen^es,  national 
bank  notes  forming  a  part  thereof,  but  under  a  recent  ruling 
of  the  Comptroller  of  the  C'urrency,  the  kind  of  money  in 
national  banks  is  immaterial,  and  all  forms  of  paper  money, 
together  with  gold  and  silver  may  constitute  the  resen'e  on 
hand. 

In  savings  banks,  however,  the  intent  is  that  no  great 
part  of  the  funds  shall  be  allowed  to  accumulate  in  deposi- 
tory banks,  but  kept  profitably  employed.  This  is  in  keeping 
w^ith  their  function  as  an  investment  institution.* 


Any  Kind  of  Money — But  Good. 

The  teller  of  the  commercial  bank  must;  concern  him- 
self not  only  with  the  aviount  of  cash  on  hknld,  but  the 
variety,  and  formerly  in  a  national  bank  had  to  keep  the 
different  kinds  of  money  separate.  The  teller  of  a  savings 
bank,  however,  need  not  worry  about  the  varieties  of  money, 
and  can  give  due  attention  that  it  shall  all  be  good  money 
and  correct  in  amount.  It  matters  nothing  to  him  what 
kind  he  takes  in  and  least  of  all  what  kind  he  pays  out. 
Money  is  money.  And  it  need  not  be  kept  in  packages 
convenient  for  making  up  pay  rolls,  for  he  makes  up  no 
pay  rolls.  He  can  strap  his  money  as  he  pleases,  but  should 
endeavor  to  conform  to  custom  in  his  locality,  so  that  it  may 
not  cause  undue  annoyance  to  his  depository  bank  and  cus- 
tomers. A  uniform  method  of  strapping  bills  and  wrap- 
ping coin  is  much  to  be  desired  and  is  coming  to  be  given 
attention  in  banking  circles. 

The  notion  that  savings  bank  tellers  are  merely  figure- 


*One  large  savings  bank  in  New  York  keeps  a  million  dollars  in  cash  in  its 
vaults  for  emergency  purposes. 


CASH  RECORD.  ^C^^ 


^22- 


JUvuL    iVb.  «<\«o 


';A 


TOM  73.— nun's  uia  fmin; 


THE  TELLER  AND  HIS  CASH  289 

heads  and  do  but  little  in  the  line  of  handling  money  is 
erroneous.  As  a  matter  of  fact,  it  is  doubtless  true  that 
the  tellers  of  a  large  bank  like  the  Bowery,  or  Bank  for 
Savings,  or  Emigrant  Industrial,  in  New  York,  the  Eutaw 
of  Baltimore  or  the  Philadelphia  Savings  Fund  Society, 
handle  as  much  real  money  as  the  tellers  in  large  commer- 
cial banks.  The  cash  transactions  of  the  Bowery  in  1915* 
were  over  $44,000,000 — or  nearly  a  million  a  week,  and  the 
greater  part  in  coin  of  the  realm. 

The  Overs  and  Shorts. 

In  small  banks,  one  man,  or  it  may  be  several,  have  ac-^ 
cess  to  the  cash  and  receive  and  pay  dver  the  counter.  This 
is  so  of  necessity.  This,  of  course,  makes  it  difficult  to 
trace  an  error,  or  to  place  the  blame,  for  in  the  language 
of  Nast's  famous  cartoon,  one  may  point  to  the  other  and 
say,  "'Twasn't  me;  'twas  him." 

In  large  banks,  where  the  work  is  properly  apportioned, 
and  the  receiving  and  paying  entrusted  to  designated  men, 
an  overage  is  usually  (but  not  necessarily)  an  error  of  the 
receiving  teller,  and  a  shortage  quite  likely  to  be  an  error,  on 
the  part  of  the  paying  teller.  Some  banks  rim  an  "over 
and  short"  account,  while  others  make  the  tellers  respon- 
sible for  their  own  errors.  Some  banks  run  a  "suspense 
account"  on  the  deposit  ledger,  to  which  overages  are  cred- 
ited and  to  which  shortages  are  charged. 

Inasmuch  as  cash  over  is  usually  an  error  in  making 
tickets  (as  frequently  happens  in  small  banks  where  no 
check  is  placed  upon  such  work),  or  money  taken  in  for 
which  no  ticket  is  made  (as  also  sometimes  happens),  and 
such  money  belongs  to  somebody ,  the  proper  course,  if  the 
system  permits  such  errors,  is  to  open  account  to  take  care 
of  the  items,  and  in  due  time  the  proper  entry  may  be  made 
when  the  book  turns  up  with  the  omitted  deposit.  This  is 
not  to  say  that  such  practices  should  he  encouraged,  or  even 
permitted^  hut  as  a  matter  of  fact  they  are. 

As  evidence  of  how  few  and  insignificant  are  such  in 
well-regulated  banks  may  be  cited  the  instance  of  the  Bow- 
ery, which  reports  deficits  in  a  year  of  but  $22.58  out  of 
forty- four  millions  handled;  the  Bank  for  Savings,  handling 

•Transactions    with    depositors    only. 
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over  thirty-seven  millions,  reports  $216  "loss  at  the  counter," 
while  a  very  small  bank  newly  opened  whose  transactions  in 
cash  amounted  to  about  two  millions  in  three  years  had  but 
one  dollar  overage.  If  these  items  were  put  through  the 
deposit  ledger,  they  would  not  appear  in  the  reports. 

It  has  been  held  with  no  little  degree  of  wisdom  that 
to  make  a  man  responsible  for  his  shortages  is  to  open  the 
temptation  to  reimburse  himself  from  the  overages.  And 
if  such  errors  are  reported  and  recorded  against  him,  this 
is  all  the  penalty  necessary  to  insure  careful  work. 

In  the  handling  of  money,  in  addition  to  what  has  al- 
ready been  said,  a  few  general  and  well  established  rules 
may  be  opportune.  First:  Count  your  money;  count  all 
your  money;  count  all  your  money  all  the  time.  Take  this 
instance:  Upon  receiving  a  large  amount  in  packages  from 
another  bank,  one  package  was  inadvertently  placed  in  the 
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vault  without  proving,  where  it  laid  for  some  weeks,  when 
ii  was  taken  out  and  placed  in  the  drawer,  and  found  to  be 
ten  dollars  short.  The  bank  that  strapped  the  package  re- 
fused to  make  good  after  so  long  a  time,  and  it  cost  the 
teller  just  ten  dollars. 

Second :  If  uncertain  about  the  count,  especially  in  pay- 
ing, count  it  twice,  or  thrice.     It  will  be  time  well  spent. 

Third:  Always  prove  package  money  after  strapping. 
Date  the  packages  and  initial  them. 

It  cost  another  teller  just  one  hundred  of  his  salary  to 
learn  this  secret.  In  strapping  money,  he  took  from  piles 
of  one  hundred  each,  six  hundred  and  made  a  package  of 
jive  hundred,  and  the  other  four  hundred  he  labeled  like- 
wise five  hundred.  He,  sure  that  only  one  thousand  was  on 
the  counter  did  not  prove  his  strapping  and  shortly  after- 
ward handed  somebody  the  package  with  the  one  hundred 
too  much.  Subsequently,  still  unconscious  of  the  error,  he 
handed  the  short  package  out  for  five  hundred,  when  the 
shortage  was  discovered.  Six  and  four  make  ten,  as  well 
as  twice  five,  as  this  man  learned  to  his  sorrow.  He  now 
proves  all  his  money,  all  the  time. 

Silver,  when  deposited  in  rolls,  may  be  initialed,  or  num- 
bered with  the  account  to  which  the  amount  was  credited. 
The  proper  method  for  counting  bills  was  discussed  in  a 
previous  chapter ;  suffice  it  here  to  say,  use  as  few  motions  as 
possible  in  handling  paper  money;  count  by  the  multiple 
system,  and  strap  but  one  denomination  together. 

In  large  banks,  running  receiving  and  paying  depart- 
ments, the  cash  is  usually  in  charge  of  a  superior  officer,  who 
doles  it  out  as  needed  in  the  day's  work.  The  receiving  teller 
.after  reserving  barely  enough  to  make  change,  or  none  at 
all,  turns  his  receipts  daily  over  to  this  officer,  or  to  the  pay- 
ing teller,  who  draws  from  the  reserve  supply  as  the  de- 
mands require.  The  paying  teller  receives  money  from 
three  sources:  First  from  the  receiving  teller,  who,  of 
course,  has  no  use  for  money  to  make  payments,  and  there- 
fore turns  over  to  the  paying  officer  his  receipts.  These  are 
augmented  by  cash  received  from  the  treasurer  from  the 
reserve  in  the  vault,  which  in  turn  is  replenished  by  with- 
drawals from  depository  banks  as  occasion  requires;  third, 
by  checks  drawn  by  the  proper  officers  to  depositors'  orders, 
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or  to  his  order  and  endorsed  over  to  depositors,  which  be- 
come like  so  much  cash  received  and  immediately  paid  out. 

Peoof  of  Cash. 

The  problem  of  the  receiving  and  paying  teller,  or  the 
two  offices  combined,  resolves  itself  into  having  a  deposit 
ticket  for  every  transaction,  and  correct  in  amount,  and  a 
receipt  for  every  payment,  corresponding  to  the  amount 
paid  out. 

In  summarizing  these  receipts  and  payments,  no  better 
scheme  was  ever  devised  than  the  teller's  cash,  which  is  in- 
tended to  be  a  quick,  accurate  and  comprehensive  account 
of  the  day's  business.    In  the  smaller  banks,  it  is  quite  com- 
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mon  to  adhere  to  the  journal-cash  book,  cumbersome  and 
slow,  with  full  details  of  each  transaction. 

The  usual  details  are,  number  of  account,  name,  in  full 
or  abbreviated,  amount  of  deposit  or  draft,  and  the  items 
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properly  distributed  among  the  groups  of  accounts.  This 
book  has  its  place,  and  is  quite  generally  used,  but  it  is 
too  slow  a  method  of  proving  the  cash.  The  point  now  is, 
to  get  a  quick  proof  of  cash.     And  it  is  very  plain,  that, 
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in  a  day  of  five  hundred  transactions,  to  write  up  the  jour- 
nal-cash, with  all  the  details,  add  the  amoimts,  and  strike  a 
balance  before  the  cash  can  be  proven  is  neither  necessary 
nor  desirable.  And  to  properly  enter  the  items,  group 
them  correctly  and  obtain  a  quick  proof  is  absolutely  im- 
possible, if  the  force  is  small  and  the  man  at  the  counter 
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must  do  all  this  in  addition  to  the  window  work,  as  is  the 
case  in  so  many  small  banks. 

How  much  better,  therefore,  to  simply  take  the  cash  bal- 
ance of  the  day  before,  add  the  credits  and  subtract  the 
debits,  and  arrive  at  the  proper  amount  quickly.  This  can 
be  done  by  adding  machine  or  by  hand,  and  when  cash  has 
proven,  journalize  the  items  at  leisure,  either  in  detail  or  in 
totals.  The  point  is,  proof  of  cash  is  the  important  and 
pressing  thing  and  the  less  the  book  work  in  arriving  at 
this  proof,  the  better. 

• 

Checks. 

Checks  received  on  deposit  are  carried  as  cash  over  night, 
or  turned  over  to  the  proper  officer  and  by  him  deposited  in 
the  depository  bank,  after  making  due  record.  Some  banks 
do  not  hold  checks  over  night,  but  deposit  every  day,  even 
in  very  small  banks.  In  some  banks  all  out  of  town  items 
are  sent  out  the  same  day,  while  local  checks  which  will  be 
paid  the  next  morning  are  either  carried  as  cash  or  de- 
posited with  the  clearing  agent. 

The  reason  for  this  is,  first,  to  get  the  checks  on  their 
way  for  collection  and,  second,  to  prevent  fictitious  items 
being  carried  as  cash,-^a  fruitful  source  of  defalcation. 

Any  cash  or  checks  which  the  teller  has  received  and 
turned  over  to  other  officers,  are  properly  a  credit  to  him- 
self and  so  appear  in  making  up  his  cash. 


CHAPTER  XX 

THE    PASSING    OF    THE    DEPOSIT    LEDGER 

On  July  1,  1916,  the  one  hundred  and  forty-one  sav- 
ings banks  of  New  York  State  had  3,335,538  open  ac- 
counts on  their  books.  They  open  over  half  a  million  new 
accounts  each  year,  and  the  transactions  with  their  depositors 
aggregate  over  seven  and  one-half  million  items.  One  bank 
alone  had  340,346  deposits  and  drafts  in  one  year. 

To  handle  this  vast  volume  of  business  necessitates  a 
host  of  employees;  it  consumes  barrels  of  ink,  and  demands 
infinite  patience  and  attention  to  detail.  When  it  is  re- 
membered that  most  of  these  good  institutions  keep  their 
books  in  perfect  balance,  it  will  not  require  long  study  to 
become  convinced  that  herein  system  and  accuracy  have  been 
highly  developed.  The  greater  part  of  the  transactions  re- 
ferred to  above  occur  at  the  interest  periods,  when  the  rush 
is  on  and  the  vast  multitudes  are  depositing  and  withdraw- 
ing, having  interest  credited,  etc.,  and  whatever  the  system,  it 
must  be  expansive,  capable  of  handling  the  rush,  yet  not  too 
costly  and  cumbersome  to  be  serviceable  in  normal  times.  It 
behooves  the  bank  man,  therefore,  to  find  the  easiest,  the 
quickest,  the  most  accurate,  and  the  most  elastic  system 
available,  if  he  would  keep  pace  with  the  times  and  the 
demands  of  his  business. 

The  Old  Idea  and  the  New. 

Accounting  is  a  fine  art,  exceedingly  simple  in  its  funda- 
mental principles,  yet  often  intricate  and  complex  in  its 
operations.  It  is  simply  a  matter  of  debit  and  credit,  asset 
and  liability;  addition,  subtraction  and  division.  But  what 
is  an  asset,  and  what  a  liability?  Twice  two  makes  four — 
but  we  sometimes  get  it  five,  or — three,  and  he  who  never 
made  an  error  was  never  born. 

The  old  time  notion  of  bookeeping  was  to  make  it  com- 
plex; to  multiply  the  number  of  transcriptions  and  thus 
lessen  the  liability  to  err.  Consequently,  the  journal,  with 
the  post  and  cross-post  idea,  doing  the  same  thing  several 
times  just  to  be  sure  to  get  it  right — and  multiplying  the 
chances  of  getting  it  wrong!    But  the  new  idea  is  simplicity. 
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Do  the  thing  once,  hut  do  it  right  that  once,  and  make  this 
entry  serve  as  many  purposes  as  possible.  Transcrihe  as 
little  as  possible.  Hence  the  carbon  system,  the  billing 
machines  and  direct  posting,  with  the  card  and  loose  leaf 
systems  as  auxiliaries,  to  simplify  the  process,  eliminating 
and  promptly  and  properly  burying  the  dead  matter  as  fast 
as  its  usefulness  is  ended. 

Bookkeeping  in  the  Past. 

From  the  deposit  ledger  with  thousands  of  accoimts 
(many  dead)  to  the  card  tray  or  the  loose  leaf  binder,  is  a 
long  step.  In  an  able  address  delivered  before  the  Savings 
Bank  Section  of  the  American  Bankers'  Association,  Col. 
Chas.  E.  Sprague,  late  of  the  Union  Dime  Savings  Bank 
of  New  York,  traced  the  evolution  of  the  aforesaid  ledger 
from  the  time  of  the  bound  book  with  five  thousand 
accounts,  to  the  advent  of  the  latter  day  systems.  He  told 
of  the  time  when  each  debit  had  "To  cash"  and  each  credit 
■"By  cash" — otherwise,  how  could  you  tell  what  it  was?  This 
was  subsequently  abbreviated  to  "T"  and  "B,"  representing, 
as  the  janitor  put  it,  "what  they  bought  and  what  they  took." 
The  time  came,  however,  when  simply  the  date  and  the 
amount — in  the  proper  place,  of  course,  told  the  whole  story. 

The  old  time  practice  (still  in  vogue  in  many  places) 
was  to  make  a  deposit  ticket,  transcribe  at  the  end  of  the 
day  to  the  journal — cash  (the  bigger  the  book  the  better), 
and  post  from  thence  to  the  ledgers  and  check  back.  In 
some  places  even  yet  the  deposits  are  entered  on  the  journal 
as  they  come  in,  and  the  depositor  signs  the  "withdrawal 
book"  in  making  drafts,  a  slow,  unsatisfactory  process.  This, 
as  the  Colonel  humorously  remarks,  was  "book"-keeping, 
but  to  post  direct  from  the  slips  and  dispense  with  the 
journal — that  was  unsafe  and  unsound.  The  ledger  was 
ruled  for  debit  and  credit,  a  column  for  each,  and  the  balance 
brought  down  at  intervals  or  carried  in  lead  pencil. 

It  is  not  so  many  years  since  these  notions  were  current ; 
but  these  later  days  have  seen  many  excellent  substitutes. 
Most  banks  now  post  direct  from  the  credit  and  debit  slips, 
and  check  from  distribution  sheets.  Others,  using  the  coupon 
system,  post  from  the  tickets  and  prove  the  work  by  entering 
the  new  and  old  balances  on  sheets  ruled  for  the  purpose,  and 
strike  the  difference,  which  must  tally  with  the  total  deposits 
or  drafts.    Others  post  from  the  perforated  sheets,  detach- 
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ing  the  perforations,  leaving  the  name  and  number  only^ 
the  amounts  being  entered  from  the  ledger  and  must  tally 
with  the  stub.  Many  and  varied  a^e  the  systems  de- 
vised to  meet  the  needs,  but  whatever  the  method  of  posting 
and  checking  and  proving,  one  fact  remains,  the  accounts 
fill  up.     (For  forms  see  chapter  on  posting  and  proving.) 
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The  Bank  Man's  Problem. 

The  savings  bank  account  is  peculiar.  One  can  never 
tell  when  Sarah  Brown  opens  account  with  you,  whether 
her  ladyship  will  be  a  weekly  visitor,  or  never  show  up  at 
all.  Many,  perhaps  most  of  the  savings  accounts  are  quasi- 
dormant,  increasing  only  with  the  periodical  additions  of 
interest.  The  business  account  is  presumed  to  be  active  from 
the  beginning.  The  Standard  Oil  man  would  certainly  be  a 
daily  visitor  and  due  preparation  made  to  handle  his  ac-^ 
count,  while  the  corner  groceryman's  would  be  more  or  less 
inactive.  In  the  savings  institution,  only  time  will  tell  who 
will  be  the  "steady's."  In  a  certain  metropolitan  savings 
bank,  one  account — that  of  a  trolley  car  conductor — has  had 
over  one  hundred  entries  during  a  single  year.  The  highest 
balance  was  $203.50,  and  the  lowest  $30.00, — not  a  profit- 
able account. 

As  a  lesson  in  savings  bank  activit}^  and  as  a  study 
in  the  "traits  and  tendencies  of  trolley  car  conductors,"  it 
is  interesting.      (Part  of  this  account  is  herewith  given.) 

This  uncertainty  has  brought  about  the  passing  of  the 
bound  ledger,  and  its  more  elastic  substitute,  in  the  form  of 
card  or  loose  leaf,  has  come  into  being  to  meet  this  very  need. 
Under  the  regime  of  the  bound  ledger,  one  of  the  problems 
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of  the  savings  bank  is,  how  to  provide  space  enough  for  the 
active  and  not  too  much  for  the  passive.  Many  and  cumber- 
some have  been  the  methods  devised  to  obviate  the  difficulty, 
a  prevalent  plan  being  as  follows:  when  an  account  is 
full,  the  balance  is  carried  to  the  nearest  open  space.  No 
more  undesirable  method  could  have  been  found.  It  takes 
the  accounts  out  of  all  sequence,  and  its  only  redeeming 
feature  is  the  saving  of  white  paper.  To  quote  the  Colonel 
again:  "After  finding  the  place  of  an  account,  perhaps 
tracing  its  course  through  several  unfilled  spaces  to  which 
it  had  been  carried,  the  eye  and  the  finger  had  to  recur  to 
the  deposit  book  or  draft  book  to  make  sure  of  the  number 
and  name,  then  back  to  the  account,  carrying  the  amount 
as  a  precious  burden,  sometimes  spilling  it  on  the  way,  and 
usually  making  the  voyage  across  the  expanse  of  those  two 
big  books  two  or  three  times  till  it  finally  reached  the  haven 
where  it  should  be.  Many  accounts  overflowed  the  boun- 
daries of  the  original  spaces  allotted  to  them  and  had  thus  to 
be  carried  to  the  unused  portion  of  the  territory  of  some 
short-lived  depositor  nearby,  and  so  on,  until  the  complica- 
tion became  inextricable  and  fruitful  in  posting  to  the  wrong 
account.  Finally  this  became  intolerable  and  the  space  so 
exhausted  that  all  surviving  accounts  had  to  be  carried  to  a 
nice  big  new  book.  This  was  one  of  the  most  irksome  of  jobs 
and  nobody  wanted  it."  (Other  methods  will  be  noted 
presently. ) 

Contrast  a  thousand  accounts,  scattered  thus,  out  of  idl 
regular  order,  transferred  and  re-transferred  again,  with  a 
drawer  of  cards,  everj^  one  a  live  account,  or  a  loose  leaf 
ledger,  likewise,  each  account  carrjnng  the  same  number  as 
long  as  the  account  shall  live — verily  it  is  worth  while!  A 
year's  experience  under  both  systems,  and  no  other  argument 
will  be  necessary. 

Cards  and  Loose  Leaves. 

Many  a  bank  man  is  wedded  to  his  own,  and  parts  with 
it  only  under  dire  necessity ;  but  to  convince  him  of  the  merits 
of  the  new,  oftimes  needs  a  philosopher  with  gifted  tongue. 
The  convenience  of  cards  he  will  admit,  but  as  to  their 
safety — that  is  another  matter.  From  a  somewhat  extensive 
canvass  of  this  subject  made  by  the  author,  the  following 
objections  seem  to  be  common  in  this  regard,  viz.;  their 
safety  and  their  standing  in  court.     While  it  was  expected 
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that  the  legal  side  would  be  most  prominent,  this  seems  to 
have  been  accepted  as  settled.  The  possibility  of  loss  or 
manipulation  is  pertinent,  and  between  the  cards  and  the 
loose  leaves,  the  cdianees  are  against  the  cards. 

The  fundamental  differences  between  the  two  methods 
are  nil,  merely  that  the  one  is  in  sheets,  bound  like  a  book, 
under  lock  and  key,  if  you  will,  while  the  other  is  in  drawers. 


klphabetlcal  arrangement  see  p.  S15.) 


locked  also,  if  desired.  To  choose  the  better,  is  a.matter  of 
taste.  One  looks  like  a  book — the  other  doesn't,  that's  all. 
They  both  have  their  good  points,  and  both  have  their  weak- 
nesses. Neither  has  reached  perfection.  However  this  may 
be,  it  is  a  matter  of  wonder  that  so  many  banks  have  failed 
to  discover  the  great  worth  of  the  card  system  of  indexing. 
Many,  if  not  all  savings  banks  work  under  name  and  num- 
ber. Without  the  number,  the  bank  man  is  helpless.  John 
Williams  comes  in  and  reports  his  book  lost.  "What's  your 
number?"  you  ask.    He  doesn't  know,  and  you  must  find  it — 
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sometimes  quickly.  To  turn  to  the  old  time  vowel  index  and 
hunt  through  a  mass  of  dead  matter,  is  neither  necessary 
nor  desirable.  His  account  should  not  be  one  of  two  hun- 
dred, but  one  of  twenty,  one  of  ten.  Herein  comes  the  card 
index,  dividing  and  sub-dividing  the  Williamses  until  it  gets 
to  be  a  nicety,  and  you  find  it  instanter.  For  due  dates  of  in- 
terest payments,  expiration  of  insurance,  etc.,  it  is  a  godsend. 
Every  day  has  its  allotment  and  for  such  records,  it  is  with- 
out a  peer.    But  we  are  digressing,  and  back  to  the  ledger. 

As  to  security — and  this  must  be  considered,  for  as  long 
as  men  are  human,  some  will  steal  and  others  try  to,  but 
whether  the  card  or  the  loose  leaf  will  invite  fraud  is  yet  to 
be  seen. 

Will  a  man  who  would  go  wrong  stop  at  a  piece  of  linen 
thread,  holding  a  leaf?  Will  he  stop  at  a  rod,  or  a  lock? 
Boimd  books  have  not  prevented  fraud;  will  the  other  sys- 
tems invite  it?  Will  he  not  find  a  way — or  make  one,  as 
history  has  proven  time  and  again?  After  all,  does  not  the 
whole  matter  sinuner  down  to  human  honesty?  You  may 
lock  the  books  or  the  drawers,  so  that  two  men  and  two  keys 
are  necessary  to  open,  but  will  he  not  defeat  this,  if  he  is  a 
clever  rogue? 

As  to  the  possibility  of  loss  or  misplacement,  let  this  be 
said  for  the  loose  leaf  sheet ;  it  can  only  go  astray  by  design ; 
the  card  may,  and  often  does  become  misplaced  in  error. 
The  loose  leaf  is  fast  until  its  life  is  ended,  when  it  comes  out 
to  stay;  but  the  card  is  loose  all  the  time — else  it  would  not 
be  a  card.  The  one  is  a  book — really  a  book,  as  the  cuts  will 
show,  with  real  binding  and  back  and  sides ;  the  other  is  a  bit 
of  bristol  board  sliding  on  a  rod. 

As  to  bulk,  many  banks  raise  the  point  of  desk  room» 
and  those  whose  quarters  are  cramped  must  consider  this. 
A  thousand  cards  form  a  compact  mass,  and  upwards  of  ten 
thousand  can  be  handled  in  the  desk  (Form  81) ,  whereas  at 
the  most  four  of  the  old  bound  ledgers  could  be  handled 
with  ease. 

The  loose  leaf  ledger  has  not  yet  been  devised  that  will 
match  the  cards  for  compactness,  but  one  has  been  invented 
that  will  hold  upwards  of  fifteen  hundred  accounts.  The 
genius  who  will  devise  a  loose  leaf  savings  ledger  that  will 
equal  the  cards  for  compactness,  has  a  wide  field  for  his 
wares,  as  a  number  of  letters  at  hand  would  show.  Match- 
ing each  other  in  this,  it  is  a  question  of  individual  opinion. 
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Will  They  Stand  in  Couet? 

In  so  far  as  the  legality  of  these  methods  goes,  let  this  be 
4said:  It  is  a  bigger  subject  than  space  permits  to  handle 
with  justice,  but  they  will  stand  in  court.  It  is  a  principle 
of  law  that  only  books  of  original  entry  can  be  admitted  as 
evidence.  It  must  be  the  original  transaction,  or  the  record 
thereof,  made  by  the  party  whose  duty  it  was  to  make  that 
record  in  the  regular  course  of  business.  The  first  record 
made — crude  memoranda  even — ^may  be  called  into  play 
to  bolster  up  the  otherwise  original  entry.  If  the  one 
who  made  them  is  living,  bring  him  into  court.  If  he 
is  dead,  prove  his  handwriting!  In  Hooper  vs.  Taylor, 
39  Me.,  224,  the  court  said:  "The  material,  form  and  con- 
struction of  a  book  offered  in  evidence  as  a  book  of  original 
-entry  are  unimportant,  provided  such  books  are  capable  of 
perpetuating  a  record  of  events,  and  the  entries  are  made 
in  conformity  with  the  general  rule  governing  the  admissi- 
Mity  of  such  entries." 

Any  bookkeeper  knows  full  well  that  the  ledger,  no  mat- 
ter what  the  form,  is  not  a  book  of  original  entries,  except 
perhaps  in  carbon  systems.  It  is  merely  an  assembly  of  orig- 
Inal  entries,  and  the  cards  and  loose  leaves  are  in  such  um- 
versal  use  that  no  court  could  afford  to  question  the  validity 
of  the  records  therein  contained. 

For  general  ledger  use,  the  loose  leaf  system  is  ideal.  The 
book  is  big  or  little  as  you  please,  self  indexing,  and  always 
AS  you  will.  For  bond  registers  and  mortgage  records,  it  is 
all  that  could  be  desired. 

The  Savings  Bank  in  Account  With  Its  Depositors. 

It  has  therefore  been  decreed — the  deposit  ledger  must 
go!  The  handwriting  has  appeared  on  the  wall,  "Thou  art 
weighed  in  the  balance  and  found  wanting."  Faithfully  and 
well  has  it  serv^ed  its  day  and  generation,  but  its  day  is  past 
X  and  its  generation  is  passing,  and  in  many  banks  it  has  taken 
its  place  on  the  shelf  of  the  "has-beens,"  bearing  between  its 
covers  the  record  of  the  struggles  of  the  multitudes  in  their 
climb  up  fortune's  ladder. 

It  needs  no  monument,  for  none  regret  its  passing,  and 
those  who  have  witnessed  the  advent  of  better  tlungs  in  their 
institutions  and  must  still  earn  their  bread  by  the  scratch  of 
iheir  pen,  rejoice  that  it  has  gone.    Its  virtues  are  so  con- 
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cealed  and  its  defects  so  apparent,  that  it  would  seem,  with- 
out close  analysis,  to  be  entirely  void  of  the  former.  The  in- 
creasing popularity  of  the  savings  banks  and  the  increasing 
prosperity  of  the  people,  have  brought  about  such  a  growth, 
both  in  the  number  of  accounts  and  the  frequency  of  the 
transactions,  that  modem  times  have  demanded  better 
methods,  and  the  bound  book  had  nothing  to  offer  but  its 
age.  How  universal  is  the  trend  toward  the  loose  leaf  and 
card  systems,  will  be  seen  (as  stated  below)  by  the  fact  that 
in  an  investigation  by  the  auditing  committee  of  the  Ameri- 
can Bankers'  Association  ( Savings  Bank  Section) ,  covering 
600  banks,  one-half  were  found  using  one  or  the  other, 
and  but  128  out  of  the  600  still  cling  to  the  old  idea.    The 


FOBM   60. — CAAO   LEDGER    DESK,   8H0V1HO   D 

(By  courtesy  of  the  Yawmsn  &  Erbe  Manufacturing  Co,,  Rochester,  N.  Y.) 

card  ledger  is  not  a  new  idea,  as  many  suppose,  for  a  sav- 
ings bank  man  of  national  prominence  is  reported  as  saying 
that  he  found  a  savings  bank  in  Holland  using  card  ledgers 
twenty  years  ago! 

The  Bouxn  Book  Passing  Away. 

To  say  that  the  bound  book  has  kept  good  account  mth 
the  depositors,  is  to  speak  the  literal  truth;- — it  has  "kept" 
the  account  so  firmly  and  so  rigidly  that  its  very  firmness  has 
been  its  undoing,  and  the  cards  and  loose  leaves  have  come 
in  to  keep  the  account  just  as  well,  but  to  let  go  when  a 
tenacious  grip  has  no  longer  served  a  useful  purpose. 

As  a  book  of  account,  to  record  the  liabihties  of  the  sav- 
ings bank,  its  life  has  been  long  and  useful, — too  long  ac- 
cording to  the  notions  of  those  who  have  had  to  hunt  among 
the  "ruins"  every  time  an  account  had  to  be  found. 

Like  all  things  "ancient  and  honorable,"  it  still  has  its 
friends  and  defenders,  but  these,  one  by  one,  aTe  bowing  to 
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the  inevitable  and  joining  the  ranks  of  the  satisfied  users  of 
the  loose  leaf  ledger  or  the  card  system.  Even  the  "doubt- 
ing Thomases"  are  admitting  that  the  disadvantages  of  the 
bound  book  are  so  apparent,  and  the  advantages  of  the  other 
systems  so  manifest,  that  whatever  merits  the  bound  book 
may  claim  are  so  outclassed  by  the  newer  ideas  that  the 
weight  of  evidence  is  clearly  on  the  side  of  the  modern 
systems. 

We  accept  the  fact  without  discussion  that  it  is  of  the 
highest  importance  that  the  accounts  of  the  bank  with  de- 
positors shall  be  kept  in  such  form  as  to  be  readily  accessi- 
ble for  posting  and  proving,  yet  permanent  and  in  such 
arrangement  as  to  make  alterations,  substitutions,  and 
manipulations  difficult,  if  not  impossible.  The  value  of  sav- 
ings bank  records  was  forcibly  demonstrated  in  the  case  of 
Kelly  vs.  Buffalo  Savings  Bank  (New  York  Savings  Bank 
Cases,  p.  67 ) ,  where  the  action  was  brought  nearly  twenty- 
three  years  after  the  death  of  the  depositor  and  several  years 
after  the  last  transaction  that  was  questioned.  The  ledger 
account,  being  the  assembly  of  the  original  entries,  is,  there- 
fore, of  vital  importance,  but  not  more  so  than  the  deposit 
tickets  and  draft  receipts,  which  should  be  duly  prescribed 
as  original  vouchers  which  go  to  make  up  the  ledger  ac- 
count. (For  this  reason  some  banks  file  the  tickets  and 
drafts  by  account  numbers,  so  that  all  the  transactions  with 
one  account  are  together,  thus  making  it  possible  to  recon- 
struct any  account  from  the  files  without  regard  to  the  led- 
ger account. )  That  the  deposit  ledger  has  accomplished  all 
this  is  admitted;  but  in  so  doing  it  has  accomplished  so 
many  other  things  that  it  has  discounted  its  own  worth.  It 
needs  no  long  argimient  to  prove  that,  while  the  records 
should  be  permanent,  they  need  not  necessarily  be  sewed 
together  and  bound  between  Russia  leather  covers. 

The  Bound  Book  No  Safeguard. 

Historv  will  demonstrate  that  the  bound  book  has  not 
prevented  defalcations.  Whether  the  safeguards  thrown 
around  the  cards  and  loose  leaves  are  sufficient  to  protect  the 
banks  from  losses  on  this  score  remains  for  the  future  to  de- 
termine. Certain  it  is  that  more  serious  losses  could  not 
occur  under  the  regime  of  the  loose  leaf  and  cards  than  has 
obtained  under  the  bound  book.  Recent  cases  in  Massa- 
chusetts and  Maine,  in  which  nearly  half  a  million  was 
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stolen  from  the  banks  and  successfully  covered  up  in  the 
ledger  accounts  for  many  years,  and  an  old  one  in  New 
York,  in  which  the  bank  lost  over  $350,000  in  the  course  of 
twenty  years,  amply  demonstrate  that  the  ledger  is  not 
immune  from  attack  by  a  clever  man.  In  the  Massachu- 
setts case,  the  bank  made,  or  was  supposed  to  have  made, 
recently,  a  thorough  verification  of  its  pass  book  liabilities 
as  required  by  law.  According  to  the  bank's  accounts  the 
institution  was  solvent;  but  when  the  true  condition,  as 
shown  by  the  outstanding  pass  books,  was  known,  a  deficit 
of  over  $250,000  was  revealed.  The  legislative  committee 
that  investigated  this  case  severely  condemned  the  trustees 
for  not  requiring  yearly  audits  by  outside  accountants.  In 
the  last  analysis,  therefore,  it  is  not  the  bank's  ledgers,  cards, 
or  loose  leaf  ledgers,  that  tell  the  true  story  of  the  amount 
due  depositors,  but  the  sum  total  of  the  pass  books.  It  is, 
therefore,  more  essential  that  adequate  safeguards  be 
thrown  around  this  part  of  the  work,  and  that  exhaustive 
periodical  verifications  be  made  of  the  pass  books,  than  that 
the  whole  solvency  of  the  bank  shall  rest  upon  the  account- 
ing system  inside  the  institution.  The  average  depositor 
can  be  depended  upon  to  verify  the  amount  due  him  as 
shown  by  the  book  in  his  possession,  and  manipulation  of 
the  pass  books  is  a  dangerous  and  rare  practice.  But 
manipulation  of  the  ledger  balances  is  one  of  the  easiest 
things  imaginable  in  many  institutions,  and  is  given  less 
thought  than  any  part  of  the  auditing  work.  This  verifica- 
tion, of  course,  must  be  frequent  and  thorough.  The  laws 
of  Massachusetts  afford  an  excellent  example  of  what  should 
be  done  in  this  line,  and  the  reports  from  the  banking  de- 
partment of  the  State  demonstrate  the  excellence  of  this 
idea  in  practice.  Some  banks  have  verified  as  high  as  nine- 
ty-five per  cent,  of  the  pass  books  in  a  period  of  six  months. 
This  matter  will  be  treated  in  full  under  the  chapter  on 
"Auditing." 

The  Bound  Book  Unexpansive. 

The  charges  against  the  bound  book  may  be  summed  up 
as  follows:  (1)  It  is  full  of  dead  wood.  The  time  con- 
sumed in  finding  the  living  among  the  dead  equals  or  ex- 
ceeds the  work  placed  upon  the  living.  It  is  impossible  to 
eliminate  those  accounts  that  are  of  no  further  use  save  as 
records.     While  dead,  they  are  unburied,  and  like  all  things 
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dead,  but  unburied,  become  offensive.     While  they  may  be 
invaluable  as  records,  they  are  an  intolerable  nuisance. 

(2)  The  accounts  fill  up  and  must  be  transferred.  This, 
perhaps,  is  one  of  its  greatest  weaknesses.  It  neither  con- 
tracts nor  expands.  The  dead  accounts  cannot  be  taken 
out;  the  live  ones,  or  many  of  them,  must  be. 
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Transfer  is  usually  accomplished  by  one  of  three 
methods:  (a)  Provide  blank  leaves  at  intervals;  blank 
spaces  likewise;  or  additional  accounts  unnumbered  at  the 
back,  (b)  Carry  to  the  nearest  open  space  (blank  space 
an  some  closed  account  nearby).  This  is  frequently  the 
practice,  but  as  has  already  been  noted,  it  takes  tlie  accounts 
out  of  natural  sequence  and  in  the  end  promotes  confusion 
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and  delay  in  finding  the  account.  As  one  bank  that  has 
discarded  this  practice  states,  "Very  often  this  open  space 
would  not  be  found  except  at  quite  a  distance  away  from 
the  original  page.  It  would,  therefore,  take  the  account 
out  of  its  rightful  sectioUj  or  block,  which,  according  to  our 
system,  occasioned  a  difference  in  such  section,  which  re- 
quired a  long  search  to  rectify.  This  would  be  the  case  at 
every  half-yearly  trial  balance  as  long  as  the  account  re- 
mained open."  This  idea  has  everything  to  condemn  it  and 
nothing  to  commend  it.  (c)  The  closing  of  the  old  and  the 
opening  of  a  new  account  every  time  the  space  is  exhausted. 

The  Legal  Side. 

The  bug-a-boo  of  legality,  which  has  been  raised  against 
the  loose  leaf  and  the  cards,  is  no  longer  an  element  to  con- 
sider.    The  courts  have  ruled  so  plainly,  and  the  logic  is  sa 
clear,  that  it  is  the  original  entry  that  countSj  and  not  the 
assembly  of  those  original  entries,  that  it  may  be  taken  for 
granted  that  the  loose  leaf  will  have  as  good  a  chance  in 
court  as  a  bound  book — provided  it  is  properly  authenti- 
cated by  the  original  entries  (deposit  tickets,  draft  tickets 
and  pass  books).     The  loose  leaves  of  a  bank  ledger,  con- 
taining entries,  are  competent,  though  not  conclusive,  evi- 
dence of  the  transaction  to  which  they  refer,  when  they  are 
properly  proved  by  the  testimony  of  the  employees  of  the 
bank.     (Queen  City  Sav.  Bank  and  Trust  Co.  vs.  Reyburn, 
U.  S.  Circuit  Court,  East  Pa.,  July  31,  'Q8.)     In  a  careful 
investigation  of  over  one  hundred  savings  bank  cases  in  the 
New  York  courts,  covering  practically  the  entire  savings 
bank  litigation  of  that  State,  the  author  has  not  found  a 
single  case  in  which  the  amount  has  been  in  dispute.     It 
has  usually  been  the  ownership  of  the  fund  or  wrongful 
payment  thereon,  but  not  the  fund  itself.     It  may  be  that 
in  cases  where  the  pass  book  has  disagreed  with  the  ledger,^ 
through  the  manipulation  of  the  ledger  account  by  the  de- 
faulter, the  true  balance  could  only  be  ascertained  from  the 
pass  book,  but  in  such  instances  the  evidence  is  clearly 
against  the  bank  and  in  favor  of  the  depositor.     But  it  was 
for  his  protection  that  the  pass  book  was  given  him. 

Speaking  or  the  Card  Ledger. 

The  Auditing  Committee  of  the  American  Bankers' 
Association,    Savings   Bank    Section,   has   steadily   recom- 
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mended  the  card  system.  In  the  report  for  1907  the  com- 
mittee states:  "In  the  interest  of  conservatism,  many  bank 
officers  are  opposed  to  the  system,  and  we  would  advise  a 
thorough  examination  into  the  whole  matter  before  deciding 
to  make  a  change  from  books  to  cards;  we  would  advise 
writing  to  some  of  the  large  banks  now  using  cards,  for  their 
experience  and  results ;  our  replies  from  such  have  been  uni- 
formly satisfactory  and  even  enthusiastic. 

"As  regards  the  danger  of  losing  cards,  our  inquiries 
tend  to  show  that  this  is  but  illusory.  Experience  has 
proven  that  no  loss  of  cards  has  really  been  made;  it  is  pos- 
sible, however,  that  cards  may  be  misplaced  or  temporarily 
missing,  and  as  regards  this,  a  very  simple  method  will  en- 
able one  to  duplicate  a  missing  card  in  a  short  time  by 
observing  the  following  directions:  Draft  and  deposit 
tickets,  after  being  used  for  posting,  should  be  filed  away 
seriatim,  according  to  their  numbers.  This  requires  but 
little  additional  work;  should  a  card  be  misplaced,  a  dupli- 
cate card  can  be  made  for  that  account  by  starting  with  a 
deposit  according  to  the  trial  balance,  and  posting  to  it  the 
drafts  and  deposits  made  since  that  date,  as  will  be  readily 
found  when  the  draft  and  deposit  tickets  are  filed  seriatim.^' 

The  committee  also  recommended  at  this  time  that  ledger 
accounts  be  ruled  so  as  to  be  practically  a  duplicate  of  the 
pass  book  pages,  and  also  that  the  balance  column  for  both 
ledger  and  book  be  used,  "as  it  checks  mistakes,  prevents 
overdrafts,  supplies  ready-made  balances,  which  may  be  con- 
sulted and  compared  at  all  times,  and  is  of  greatest  value 
when  taking  trial  balances."  In  one  large  bank  that  adopted 
the  card  system,  after  most  careful  investigation,  the  order 
went  forth  that  any  clerk  foimd  guilty  of  misplacing  a  card 
would  summarily  lose  his  job.  It  is  needless  to  state  that  the 
original  force  is  still  intact,  and  the  somewhat  harsh  order 
yet  to  claim  its  first  victim. 

Again  in  1908  the  committee  reported,  "The  day  of  the 
old-fashioned  bound  ledger  seems  to  be  passing;  one-half 
of  the  larger  banks  (those  having  5,000  accounts  and  up- 
wards) use  the  card  ledger;  the  loose  leaf  is  used  by  more 
than  fifty  per  cent,  of  the  smaller  banks — ^while  the  bound 
book  is  used  by  only  128  out  of  nearly  600  banks."  As  a 
further  precaution  against  manipulating  the  cards,  the  com- 
mittee in  its  1909  report  suggested  that  "the  depositor  affix 
his  or  her  signature  on  the  card  at  the  same  time  he  or  she 
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affixes  his  or  her  signature  on  the  signature  card  or  book 
when  opening  the  account,"  Should  such  ledger  card  be 
abstracted  and  another  substituted,  it  would  necessitate  a 
forgery  of  the  depositor's  signature  on  the  signature  card — 
a  serious  matter.  (Form  82.)  Some  banks  not  only  take 
the  signature  of  the  depositor  on  the  ledger  card,  but  also 
the  depositor's  age,  and  father's  and  mother's  name.  In 
small  banks  or  small  savings  departments  in  discount  banks, 
.  the  signature  and  full  pedigree  of  the  depositor  may  be  taken 
on  the  lop  of  the  ledger  card,  thus  saving  time  and  money 
by  dispensing  with  the  other  signature  or  pedigree  cards. 
<See  Form  12.)     This  latter  suggestion  is  very  good  and 
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works  well,  except  in  cases  where  the  depositor  does  not 
write  a  good  hand,  when  the  ledger  heading  is  apt  to  be 
"more  artistic  than  beautiful." 

One  of  the  best  features  of  the  card  ledger  lies  in  the  fact 
that  by  using  a  steel  cabinet  and  having  a  fireproof  building, 
the  cards  may  be  left  in  the  desk  over  night  without  danger 
of  burning.  In  fact,  many  if  not  most  of  the  new  banks 
are  using  steel  filing  cabinets  for  their  hooks  and  other 
records,  thus  saving  the  cost  of  expensive  vault  room.  The 
practice  of  putting  books  behind  six  inches  of  steel  is  grad- 
ually passing  away — half  an  inch  in  a  modern  building  is 
sufficient.  Vaults  are  now  used  for  securities  and  money 
onlv. 


THE  PASSING  OF  THE  DEPOSIT  LEDGER  Sll 

In  Witness  Whebeof. 

Enough  has  been  cited  to  warrant  the  conclusion  that  the 
days  of  the  bound  book  are  numbered,  and  that  it  is  only  a 
question  of  time  when  either  cards  or  loose  leaves  (banks 
must  settle  the  relative  merits  for  themselves)  will  be  quite 
universal.  The  following  descriptions  of  the  working  of 
the  card  system  are  taken  from  letters  on  the  subject  from 
bank  men  who  speak  from  experience:  In  the  Springfield 
Institution  for  Savings  (Mass.)  all  ledger  cards  on  which 
any  transaction  is  to  be  entered  are  first  taken  out  and 
arranged  numerically.  Those  on  which  deposits  are  to  be 
posted  are  separated  from  those  on  which  drafts  are  to  be 
entered.  The  deposit  and  draft  tickets  are  likewise  sorted 
numerically.  At  the  first  posting  the  balance  only  is 
changed.  The  cards  are  then  turned  over  to  another  clerk 
who  enters  on  them  the  deposit  or  draft  as  shown  by  the 
changed  balance.  These  transactions  are  then  nm  off  on  the 
adding  machine  and  the  totals  should  agree  with  the  totals 
as  shown  bv  the  teller. 

A  skeleton  ledger  is  used  as  a  check  (Form  96)  in  case 
a  card  should  be  lost  or  mislaid  or  an  attempt  be  made  to 
make  false  entries.  On  this  ledger  the  amount  of  the  de- 
posit or  draft  only  is  entered.  This  is  posted  daily  by  clerks 
who  make  no  entries  on  the  card  ledger.  The  trial  balance  is 
obtained  from  the  skeleton  ledger  by  comparison,  account 
with  account,  ledger  and  card.  The  totals  of  the  accounts 
on  each  page  of  the  ledger  are  compared  with  the  totals  of 
the  same  accounts  obtained  from  the  cards  by  adding 
machine. 

In  the  Cayuga  County  Savings  Bank,  Auburn,  N.  Y., 
instead  of  one  index  figure  at  the  top  of  the  card,  the  three 
terminal  figures  of  the  account  number  are  printed  in  addi- 
tion to  the  full  number  in  the  usual  place.  (Form  88.)  This 
makes  it  much  easier  to  find  any  given  niraiber,  lessens  the 
niraiber  of  finding  cards  by  ten  in  each  hundred  in  the  ac- 
counts of  later  date,  and  in  the  older  sections  needs  but  one 
for  each  five  hundred  or  thousand  open  accounts.  In  case 
a  card  is  misplaced  the  three  figures  enable  it  to  be  found 
quickly,  as  it  is  only  necessary  to  look  for  that  three  com- 
bination figure  out  of  its  rightful  place,  and  there  can  be 
but  one  of  them  to  each  thousand  accounts,  while  in  the  other 
plan,  there  are  one  hundred  to  each  thousand.  Different 
colored  finding  cards  are  used  for  each  section  as  an  addi- 
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FORM   84.— 

(By  courtesy  Dennison  &  Sons,  New  York.) 

tional  safeguard  against  dropping  a  card  in  the  wrong  tray. 
Closed  cards  are  kept  in  a  separate  tray  until  the  next  trial 
balance  is  taken,  when  they  are  filed  in  numerical  order.  This 
allows  checking  back  all  postings  for  the  six  months,  in  case 
it  becomes  necessarj',  although  in  five  years'  use  of  the  card 
system  this  bank  has  never  had  occasion  to  do  this.  When 
cards  are  full  on  both  sides,  new  ones  are  inserted  in  the 
same  place  and  under  the  same  number,  and  when  the 


account  is  finally  closed,  all  transactions  thereon  are  found 
together  in  one  place.  Accounts  have  been  known  to  have 
been  transferred  as  high  as  tliirty  times  on  the  old  style 
ledgers,  and  the  difficulty  of  tracing  back  the  account  will 
be  easily  manifest.* 

■prom  a   letter  bf  S.   H.   Eddy,  bookkeeper. 


CHAPTER  XXI 

POSTING  AND  PROVING 

As  a  proposition  in  accuracy,  all  bookkeeping  resolves 
itself  into  getting  the  right  amount  on  the  right  account,  and 
he  is  the  ideal  bookkeeper  who  never  gets  the  wrong  amount 
on  the  wrong  account,  or  the  wrong  amount  on  the  right 
account,  or  the  right  amount  upon  the  wrong  side  of  the 
right  account. 

The  transactions  of  a  large  savings  bank  are  multi- 
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tudinous,  and  worst  of  all  are  spasmodic,  coming  like  an 
avalanche  during  the  interest  periods  and  in  the  interim  run- 
ning more  or  less  uniformly. 

On  a  quiet  day  the  transactions  in  a  large  bank  wiU 
niunber  a  thousand,  and  on  a  busy  one,  in  one  of  the  largest 
New  York  banks  are  reported  to  have  been  over  ten 
thousand. 

The  system  must  therefore  be  adapted  to  the  rush  periods 
as  well  as  the  slack  times,  and  the  force  large  enough  to 
handle  the  work  at  its  maximum,  which  makes  the  work 
much  less  trying  during  the  quiet  periods  than  is  usually 
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the  case  in  commercial  banks,  where  there  is  the  daily  grind 
of  grist,  which  must  be  completed  before  the  force  is  at 
liberty.  This  work  is  so  nicely  adjusted,  that  in  a  fifty- 
million-dollar  bank  in  Greater  New  York  it  is  no  unusual 
thing  to  find  the  work  finished  within  fifteen  minutes  after 
the  doors  have  closed.  In  a  hundred-million-dollar  bank, 
the  work  is  generally  completed  within  half  an  hour  after 
the  closing  time.  Rush  periods  and  interest  times,  of  course, 
necessitate  longer  hours,  but  even  these  are  not  unduly 
extended. 

The  proposition  that  therefore  confronts  every  savings 
bank  is  to  devise  a  system  of  posting  and  proving  that  tvill 
not  permit  an  error  to  get  past  the  posting  check.  If  it  does, 
it  will  give  trouble  in  the  next  trial  balance,  and  trouble  with 
the  trial  balance  is  the  most  unwelcome  visitor  that  can  come 
into  a  savings  bank,  large  or  small. 

Accounting  by  Groups. 

The  foundation  of  all  posting  systems  is  the  grouping 
of  the  accounts.  This  is  so  generally  the  custom  that  it  may 
be  taken  as  a  settled  savings  bank  policy.  At  a  meeting  of 
the  representatives  of  a  majority  of  the  savings  banks  of 
New  York  and  Brooklyn,  held  recently,  this  question  was 
put,  and  it  was  foimd  that  all  but  one  made  this  a  practice, — 
that  one  being  a  bank  carrying  about  seven  thousand 
accounts,  and  considering  them  all  one  group,  which  is  a 
serious  mistake,  as  the  dividing  into  smaller  lots  would  be  a 
decided  advantage.  Just  how  small  the  groups  should  be  is 
a  matter  of  opinion,  but  the  smaller  the  bank  the  smaller  can 
be  the  grouping,  and  in  the  case  cited,  groups  of  either  two 
or  three  thousand  would  help  materially  in  expediting  the 
work.  If  ledgers  are  used,  each  ledger  would  naturally  in- 
clude a  group,  but  if  cards  or  loose  leaf  systems  are  in  vogue, 
the  accounts  may  be  grouped  numerically,  as,  for  instance, 
1—1,000;  1,001—2,000,  and  so  on. 

It  is,  of  course,  of  utmost  importance  that  the  items  be 
properly  distributed  to  the  various  groups,  or  the  system 
falls  down.  But  by  the  coupon  system,  herein  described,  com- 
bined with  postings  direct  from  tickets,  incorrect  distribu- 
tion is  impossible.  The  classification  is  usually  accomplished 
in  one  of  two  ways:  First,  through  the  use  of  the  cash- 
journal  (Form  86) ;  second,  through  the  distribution  sheets 
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used  in  connection  with  the  coupon  system  of  posting  and 
proving  (Forms  87  and  88). 

Where  a  simple  method  is  desired  and  the  coupon  system 
is  not  adaptable  on  account  of  the  lack  of  clerical  force,  a 
better  scheme  could  hardly  be  devised  than  the  one  presented 
below,  which  consists  of  a  plan  which  retains  all  the  good 
features  of  the  journal  method  and  eliminates  all  the  mi- 
desirable. 

It  is  the  custom  in  many  banks  before  proving  the  cash 
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transactions  of  the  day  to  enter  all  drafts  and  deposits,  to- 
gether with  the  general  ledger  itemsl'on  the  journal  or  cash 
book.  Some  banks  run  a  deposit  journal,  a  draft  journal 
and  a  "general  journal."  By  Form  86,  it  will  be  seen  that 
before  cash  is  proven  by  this  method  the  permanent  records 
must  be  made  in  detail.  This  is  not  and  should  not  \k  neces- 
sary. In  advocating  the  use  of  the  teller's  cash  sheet  as  a 
counter  proof  of  cash,  the  author  speaks  from  experience. 
If  time  is  an  element  to  be  considered,  as  it  should  be.  and 
accuracy  as  well,  the  use  of  this  idea  will  accomplish  both. 
It  is  quite  generally  used  in  commercial  banks,  and  ought 
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to  be  in  savings  banks,  as  a  quick  and  accurate  proof.  It 
ought  not  to  be  necessary  to  list  every  deposit  by  name  and 
number  and  distribute  to  the  proper  group  before  the  teller 
can  satisfy  liimself  that  his  cash  is  correct.  At  three  o'clock 
he  is,  or  ought  to  be,  concerned  that  his  work  has  been  cor- 
rect during  the  day, — let  the  permanent  and  complete  record 
of  his  doings  be  chronicled  later. 

On  pages  290,  292,  293,  294,  forms  of  teller's  cash  sheets 
will  be  found.  No  particular  form  is  necessary,  as  long  as 
it  totals  the  debits  and  credits  of  the  day.  Form  74  has 
an  added  feature  in  that  it  is  a  proof  also  of  the  journalizing 
of  the  same  work.  The  process  is  as  follows :  As  the  drafts 
and  deposits  come  in  during  the  day,  they  are  listed  by 
number  and  amount  only,  without  regard  to  the  sequence  of 
accounts,  in  the  debit  and  credit  columns.  After  listing, 
they  can  be  posted  to  the  ledgers  or  cards  if  desired,  or  this 
may  be  done  after  journaHzing.  As  soon  as  the  doors  are 
closed,  the  columns  are  added.  The  credits  are  added  to 
the  cash  on  hand  as  of  the  previous  night,  the  debits  de- 
ducted, and  the  result  is  the  amount  called  for.  If  by  the 
rules  of  the  bank,  postings  are  required  to  be  made  the  same 
day,  this  can  be  done  direct  from  the  tickets  as  soon  as  they 
are  listed  on  the  cash  sheet.  The  next  morning  these  are 
assembled  in  their  respective  groups,  and  written  up  on  the 
journal  (Form  86).  The  totals  of  the  journal  are  carried 
until  the  end  of  the  month,  and  the  difference  between  the 
debit  and  credit  sides  must  give  the  same  results  as  obtained 
on  the  teller's  cash  sheet.  (See  "Proof  of  cash  book" — 
Form  74.)  If  these  figures  prove,  it  indicates  that  the  items 
have  been  correctly  entered.  If  not  correctly  entered,  there 
will  be  a  difference  which  will  readily  be  found  by  checking 
from  the  teller's  sheet.  The  ledger  postings  are  checked 
back  from  the  journal,  and  we  have  thus  gone  around  a  tri- 
angle, not  having  done  the  same  work  twice,  nor  having 
done  a  stroke  of  needless  work.  To  post  from  call  is  highly 
dangerous,  as  many  bank  men  will  testify.  The  eye  is  more 
accurate  than  the  ear,  and  wherever  oral  posting  and  proving 
is  in  vogue,  the  sooner  it  is  abandoned  the  better  for  all  con- 
cerned. Amusing  and  annoying  errors  have  been  traceable 
to  this  method,  and  it  has  nothing  to  recommend  it.  A 
study  of  Form  74  is  sure  to  be  attended  by  good  results  and 
will  repay  any  bank  running  with  but  one  teller. 
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The  Coupon  System  of  Posting. 

This,  of  course,  does  not  insure  getting  the  amounts  in 
the  proper  groups,  and  to  verify  this  process  nothing  can 
be  done  but  go  over  the  journal  columns  and  ascertain  that 
the  grouping  has  been  properly  done.  This  is  hut  the  work 
of  a  very  few  minutes.  But  the  coupon  system  which  we 
shall  consider  at  length  has  so  many  advantages  over  all 
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other  schemes,  and  is  in  use  in  so  many  banks,  that  it  would 
seem  but  a  matter  of  time  when  the  fundamental  idea  em- 
bodied in  this  system  will  be  found  in  all  savings  bank  post- 
ing systems.  It  will  accomplish  four  very  desirable  things, 
viz.:  (1)  It  insures  getting  the  right  amount  on  the  right 
account  and  on  the  right  side  of  the  account.  (2)  It  pre- 
vents wrongful  grouping.  (8)  It  will  positively  prevent 
an  error  in  extending  the  balance.  (4)  It  will  insure  that 
the  same  entry  is  made  on  the  ledger  as  is  made  on  the  pass 
book. 

The  foundation  of  the  whole  scheme  is  "blind"  work, — 
i.  e.,  the  clerk  has  nothing  before  him  to  make  it  easy  to  make 
errors  in  his  postings.  As  Colonel  Sprague  suggests,  "the 
human  mind  is  apt  to  assent  to  what  is  presented  to  it,  and 
it  often  assents  to  a  thing  that  is  wrong,  and  is  not  able  to 
tell  afterward  why  it  'slipped  a  cog.' "  A  study  of  Forms 
87  and  88  is  suggested  in  this  connection,  and  what  follows 
is  based  upon  these  forms. 

The  sheet,  whatever  the  minor  details  may  be,  is  di^dded 
roughly  into  three  portions:  (1)  List  of  deposits  (we  are 
considering  only  the  credit  entries) ;  (2)  proof  of  posting; 
(8)  proof  of  ledger  extensions.  Some  banks  omit  the  last 
named  portion  and  use  the  first  two  only,  verifying  the  bal- 
ance by  another  process.  Usually  a  sheet  is  used  for  each 
ledger  or  group  of  accounts.  In  the  present  case  we  have 
ledger  "B"  (Form  87).  As  the  deposit  tickets  are  received 
they  are  taken  by  the  distribution  clerk  and  entered  upon 
the  proper  sheet  corresponding  to  the  ledger  or  group  to 
which  the  entry  belongs.  In  the  present  case  credits  are  on 
yellow  sheets  and  debits  on  blue,  and  the  deposit  tickets  and 
draft  receipts  correspond  ^vith  the  distribution  sheets  in 
coloTj  and  it  is  practically  impossible  to  get  a  debit  on  a 
credit  sheet,  or  vice  versa.  This  clerk  fills  in  the  number, 
the  name,  skips  a  column  and  extends  the  amount  on  the 
perforated  portion  which,  after  cash  has  been  balanced,  is 
detached  and  goes  to  the  head  bookkeeper  or  secretary.  In 
some  banks  it  is  merely  turned  under.  The  items  may  be 
carried  to  the  journal  in  bulk  or  itemized,  as  in  the  process 
above  described.  Postings  are  made  direct  from  original 
tickets  to  ledger.  After  postings  are  completed,  another 
clerk  (or  in  smaller  banks  the  same  one)  takes  the  sheet, 
which  now  contains  nothing  but  the  number  of  the  account^ 
or  in  some  cases  the  number  and  name  and  in  others  only 
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part  of  the  name,  and  turning  to  the  account  he  puts  down 
whatever  he  find*  posted  and  at  the  same  time,  the  new 
balance  and  the  old  one.  In  one  large  New  York  bank  the 
posting  clerk  merely  extends  the  balance  as  it  wiU  be  when 
the  item  is  posted.  The  check  clerk  ascertains  what  amount 
ivill  so  affect  the  balance  and  puts  it  down,  both  on  ledger 
and  proof  sheet.  When  his  hst  is  completed,  the  amount  of 
the  deposits  is  added  to  (in  case  of  debits  it  would  he  de- 
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ducted  from)  the  old  balance  and  if  the  total  of  the  old  bal- 
ances, plus  the  credits,  equals  the  total  of  the  new  balances^ 
the  work  has  been  correctly  done.  The  total  credits  must 
also  equal  the  total  on  the  detached  portion,  and  the  "proof 
of  balance"  colunms  equal  each  other,  with  the  additions  or 
deductions  mentioned  above  (Form  88).  This  absolutely 
insures  that  the  correct  amount  has  gone  on  the  proper  ac- 
count, on  the  proper  side  of  the  account  and  that  the  exten- 
sions are  correct.  If  improperly  grouped,  the  checking 
clerk  will  not  find  the  item  posted,  on  that  ledger. 

To  injure  that  the  same  item  goes  on  the  ledger  that 
appears  on  the  pass  book,  some  banks,  instead  of  transcrib- 
ing from  the  tickets  to  the  distribution  sheets  make  these 
entries  from  the  pass  book.  The  book  goes  from  the  teller 
to  the  distribution  clerk,  who  enters  upon  the  proper  sheet 
whatever  he  finds  on  the  book. 

This  is  a  very  good  plan  and  works  exceedingly  well. 
It  necessitates,  of  course,  enough  help  so  that  one  or  two 
men  can  be  made  assistant  tellers  and  give  all  their  time  to 
this  work.  In  large  banks  the  protection  against  errors  and 
fraud  would  be  well  worth  the  cost. 

The  Coupon  System  in  Practice. 

At  the  risk  of  appearing  presumptuous,  the  author 
wishes  to  go  on  record  as  an  advocate  of  the  teller's  cash 
sheet  in  whatever  form  the  bank  may  elect,  as  long  as  it  pro- 
vides a  quick  and  accurate  test  of  the  day's  work.  This 
can  only  be  accomplished  by  eliminating  all  needless  details, 
and  confining  the  work  to  the  Usting  of  accoimt  number  and 
amount  of  deposit  or  draft.  Likewise  no  better  foimdation 
for  the  proof  of  posting  can  be  laid  than  the  coupon  system, 
in  whatever  form  it  may  be  adopted,  as  long  as  it  will  pre- 
vent wrongful  posting  and  wrongful  grouping,  each  of 
which  is  of  equal  importance.  As  has  already  been  said,  the 
underlying  ideas  in  the  coupon  system  are  the  grouping  of 
the  accounts  and  "blind"  proving.  The  grouping  is  well 
nigh  universally  practiced,  and  the  "blind  checking"  should 
be.  The  use  of  the  journal  is  mainly  to  assemble  the  totals, 
and  provide  a  summary  of  the  work  of  the  whole  bank. 
Where  the  force  is  large  enough  to  pass  the  trans- 
action through  the  distribution  clerk,  and  at  the  same  time 
make  a  journal  entry,  while  the  depositor  is  waiting,  as  in 
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the  case  of  the  Bowery,  given  below,  so  much  the  better; 
but  in  many  banks  this  would  be  impossible,  and  simpler 
methods  must  be  foimd. 

Correct  posting  is  important — vital,  but  correct  grouping 
is  essential  if  the  nerve-racking  work  of  long  and  tedious 
checking  back  at  trial  balance  time  is  to  be  avoided.  And 
the  eyes  of  the  savings  bank  man  are  usually  focused  upon 
the  testing  time,  which,  thanks  to  better  methods,  is  being 
robbed  of  its  terrors. 

The  Bowery's  Method. 

A  very  clear  idea  of  the  procedure  in  a  large  savings 
bank  may  be  obtained  from  the  following  description  of  a 
transaction  in  the  Bowery  Savings  Bank,  from  the  pen  of 
its  comptroller,  Mr.  William  E.  Knox: 

"The  new  depositor  is  directed  to  the  receiving  teller's 
window,  and  hands  in  his  money.     The  teller  asks  him  the 
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amount  of  his  deposit,  and  finding  it  correct,  enters  it  upon 
a  card,  and  on  the  same  card  notes  the  replies  to  the  follow- 
ing questions:  'What  is  your  business,  your  residence,  your 
father's  name,  mother's  name,  wife's  or  husband's  name, 
nationality  and  in  the  case  of  a  minor,  'Your  age?'  On 
the  card  the  depositor's  signature  is  afterwards  taken,  and 
it  is  used  as  an  identification  card  so  long  as  the  account 
remains  open.  The  teller  passes  this  card  along  to  a  clerk 
who  enters  on  the  cash  book  (this  takes  the  place  of  the 
teller's  cash,  which  it  really  is)  the  number  of  the  account, 
the  name  of  the  depositor  and  the  amount  of  the  deposit. 
The  same  clerk  enters  the  number  of  the  deposit  on  what  is 
known  as  a  classification  sHp  (similar  to  Form  87),  and  at 
the  end  of  the  day's  work,  the  footing  of  the  cash  book,  the 
aggregate  footings  of  all  the  classification  slips,  and  the 
amount  of  cash  received  by  the  teller  must  agree. 

"The  classification  slips  referred  to  are  so  called  because 
the  transactions  of  the  day  are  arranged  and  classified  on 
them  in  groups  corresponding  to  the  ledgers  to  which  they 
are  afterwards  to  be  posted,  each  ledger  having  a  slip  cor- 
responding to  it  in  number. 

"After  the  deposit  tickets  are  entered  on  the  cash  book, 
they  are  immediately  arranged  on  the  classification  slips, 
which  are  sheets  about  the  size  of  foolscap  divided  into  four 
columns — the  first  column  being  for  the  number  of  the 
account,  the  second  for  the  name,  the  third  being  for  the 
present  left  blank,  and  the  fourth  for  the  amount  of  the 
deposit.  The  last  column  is  separated  from  the  rest  of  the 
sheet  by  perforations,  and  after  the  proof  of  the  day's  cash 
receipts  has  been  made,  this  column  is  torn  off,  leaving  on 
the  main  sheet  only  the  number  and  name  of  the  depositor 
and  a  blank  column.  The  bookkeeper  takes  the  sheet  to 
the  proper  ledger,  turns  up  the  account  recorded,  and  puts 
dowTi  in  the  blank  column  the  amount  which  he  finds  j:osted 
— the  postings  haxnng  been  previously  made  from  the  ticket 

"Each  bookkeeper  checks,  out  the  postings  on  another 
man's  ledger  and  enters  on  a  sheet,  known  as  the  'Sunrniarj^' 
(Form  89A),  the  total  of  all  the  postings  in  the  ledger. 
When  the  postings  have  all  been  checked  out,  and  the  results 
entered  on  the  'Summary,'  the  entries  are  compared  with 
the  coupons,  and  any  error  in  posting  is  at  once  detected. 
If  it  be  borne  in  mind  that  the  bookkeeper  when  checkinq; 
out  has  only  the  number  and  name  of  the  depositor  to  guide 
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him,  and  that  his  report  is  held  by  the  head  bookkeeper,  it 
will  be  seen  what  an  effective,  yet  simple,  check  this  is. 
Finally,  the  footing  of  the  'Summarj-'  must  agree  with  the 
footing  of  the  cash  book  and  with  the  teller's  cash." 

The  same  treatment  is  given  the  drafts.  It  will  be  no- 
ticed in  this  instance  that  there  is  no  proof  of  the  correctness 
of  the  ledger  balance,  as  shown  in  the  preceding  example, 
where  the  extensions  were  proven  also.     The  check  upon 
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wrongful  classification  is  the  fact  that  postings  are  made 
direct  from  the  tickets  and  checked  back  from  Bie  lists,  and 
it  is  unlikelv  that  the  two  men  will  make  the  same  error  and 
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get  an  item  posted  to  the  wrong  ledger,  on  the  wrong  ac- 
count and  on  the  wrong  classification  slip. 

Around  a  Triangle. 

In  the  Greenwich  Savings  Bank  of  New  York,  one  of 
the  largest  of  the  New  York  banks,  the  operation  is  as 
follows: 


POSTING  AND  PROVING  S25 

This  is  a  good  moment  to  take  a  glance  at  the  desk  sit- 
uated directly  between  and  within  easy  reach  of  the  men's 
and  the  women's  teller  forming  the  base  of  a  triangle  de- 
scribed by  the  three  tellers'  windows.  It  will  offer  us  the 
opportunity  to  examine  the  complete  system  of  recording 
and  proving  cash  transactions  in  use  in  one  of  our  largest 
savings  banks. 

The  work  of  the  desk  of  the  journal  clerk  forms  the  base 
of  triangular  record  and  proof.  All  transactions  are 
worked  off  and  proved  outwardly  by  way  of  receiving  teller, 
journal  clerk,  paying  teller,  and  inversely,  journal  clerk, 
bookkeeper,  balance  bookkeeper,  making  a  collusion  of  at 
least  five  persons  necessary  for  the  perpetration  of  fraud. 
The  journal  clerk  enters  and  initials  whatever  he  finds  writ- 
ten on  the  pass-book  on  so-called  balance  sheets  while  deposit 
— respectively  draft  tickets  are  sent  around  in  another  direc- 
tion, by  way  of  paying  teller's  spindle  to  the  bookkeepers 
for  posting,  when  in  the  hands  of  the  balance  bookkeeper 
the  two  ends  again  meet,  forming  a  system  of  record,  com- 
plete, simple  and  safe  beyond  contravention. 

And  now  let  me  explain  in  detail  this  system  of  the 
journal  clerk's  balance  sheets  on  which  are  made  the  record 
of  the  day's  transactions  and  also  the  daily  ledger  proof. 
These  are  double  sheets  about  10x8^/^  inches,  nimibered  and 
ruled  off  with  columns  for  number  of  account,  name, 
amounts  of  deposits  and  drafts.  There  is  a  sheet  for  each 
ledger. 

The  clerk  takes  pass-hook  placed  on  his  desk  by  the  teller 
and  copies  on  sheet  from  it  the  amount,  name  of  account 
and  deposit  or  draft  entry  of  that  day  in  their  respective 
columns,  then  initials  the  pass-book  entry. 

At  the  close  of  the  day  the  columns  are  added  by  the 
clerk,  and  footings  as  well  as  number  of  transactions  re- 
corded on  the  sheets  must  agree  with  the  records  of  the 
tellers;  then  tellers  and  clerk  put  down  their  sums  total  on 
a  book  of  summary  of  daily  cash  transactions.* 

Draft  transactions  are  treated' in  exactly  the  same  way 
as  the  deposits.  At  the  close  of  the  depositors'  hours,  three 
o'clock,  the  tickets  are  taken  from  the  chief  teller's  spindle 
by  bookkeepers,  each  taking  his  own  class  of  transaction, 
1 

*Chas.  L.  Sicbcrt,  in  'The  Bookkeeper.** 
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and  when  arranged  in  numerical  order,  they  are  posted  in 
the  depositors'  ledger.  The  following  morning  three  or  four 
men,  appointed  by  the  balance  bookkeeper,  act  as  checkers. 
They  take  the  stub  of  the  journal  sheet,  as  before  said,  bear- 
ing only  the  number  of  account  and  the  name  of  the  de- 
positor, and,  finding  number  and  name  on  ledger  to  agree, 
they  should  find  a  transaction.  That  transaction  is  copied 
according  to  the  posting  upon  the  blank  page  opposite  said 
stub  into  its  proper  column — deposit  or  draft. 

When  all  of  that  ledger's  postings  have  been  copied 
thereon,  the  footings  are  compared  respectively  with  the 
footings  of  deposits  and  drafts  as  entered  the  day  before 
by  the  journal  clerk,  he  having  kept  overnight  in  a  sealed 
envelope  such  portion  of  his  sheets.  This  comparison  is 
made  by  the  balance  bookkeeper  and  the  journal  clerk.  On 
their  being  found  to  agree,  we  have  again,  without  the  pro- 
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duction  of  the  bank  book,  verified  the  entry  therein,  and 
which  is  of  course  the  liability  of  the  bank  to  the  depositor. 
In  case  the  comparison  shows  a  difference  between  the  foot- 
ings of  said  columns,  they  are  compared  with  each  other, 
item  by  item,  until  the  one  in  error  is  discovered,  and  at  once 
the  ticket  is  referred  to  for  verification,  and  must  necessarily 
show  the  error  as  occurring  in  either  the  posting  into  the 
ledger,  or  the  copy  of  such  posting,  because  on  the  prior 
afternoon,  the  journal  clerk's  footings  were  foimd  to  agree 
with  the  chief  teller's  and  receiving  teller's  sUps.  By  this 
method  you  will  see  that  errors  are  at  once  corrected,  and 
do  not  remain  unfound  until  a  general  proof  of  the  ledger 
is  made.* 

The  "Balance-Posting^^  Method. 

In  the  Union  Dime  Savings  Bank  of  New  York,  noted 
for  what  may  be  termed  for  want  of  better  word,  the  "tech- 
nique"' of  its  system,  the  "balance-posting"  is  used.  This,  of 
course,  is  only  applicable  when  the  balance  column  is  used 
and  is  not  only  reliable  but  practically  infallible.  As  its 
president  states:  "The  human  mind  is  inclined  to  assent  to 
what  is  presented  to  it,  and  if  the  figures  of  the  test  have  not 
been  copied  or  compared,  but  are  the  result  of  a  mental  pro- 
cess, a  vastly  higher  degree  of  dependence  may  be  placed 
upon  them." 

President  Sprague  thus  describes  his  system:  "The  first 
step  in  the  posting  is  really  not  posting  at  all ;  it  leaves  the 
debit  and  credit  columns  blank  and  inserts  in  the  balance 
column  the  increased  or  decreased  balance  whicn  results  from 
the  deposit  or  draft.  The  bookkeeper  has  in  his  hand  both 
deposit  and  draft  tickets,  assorted  numerically,  but  not  sep- 
arated, so  that  he  must  discriminate  between  a  plus  and  a 
minus  in  every  case.  Having  properly  checked  each  ticket,^ 
as  entered,  he  turns  the  bundle  over  to  the  chief  accountant, 
and  commences  to  perform  the  second  stage,  not  upon  those 
accounts,  but  on  a  section  which  his  predecessor  has  been 
putting  through  the  first  degree.  These  sections  rotate 
among  the  bookkeepers  daily,  so  that  Mr.  A,  who  began 
to-day  on  Section  No.  1,  starts  to-morrow  on  Section  No.  2, 
doing  the  second  operation  on  Section  No.  3.     No  book- 


*Letter   from    James   Quinlan,   President. 
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keeper  has  any  permanent  section  under  his  dominion ;  every 
few  days  he  passes  over  the  entire  field,  and  there  can  be 
no  complaint  about  unequal  distribution  of  labor. 

"To  return  to  the  'second  stage,'  for  which  ruled  sheets 
are  provided.  A  list  of  the  numbers  of  the  tickets  which 
have  just  been  used  in  the  work  is  written  down  the  center 
of  the  page,  using  the  adding  machine  for  this  purpose.  The 
second  stage  bookkeeper,  armed  with  this  list,  having  no 
access  to  the  original  tickets,  goes  to  each  account  and  in- 
spects the  last  two  items  in  the  balance  column.  They  must 
show  either  an  increase  or  a  decrease,  and  the  bookkeeper 
can  only  ascertain  which  by  subtracting  the  amoimts.  If 
there  is  a  decrease  of  ten  dollars,  he  inserts  ten  in  the  debit 
column  of  the  ledger  and  ten  in  the  'decrease'  column  of  the 
sheet.  If  there  appears  an  increase  of  ten  dollars,  he  in- 
serts ten  in  the  credit  column  of  the  ledger  and  ten  in  the 
increase  column  of  the  sheet.  He  also  writes  the  name  which 
he  finds  at  the  top  of  the  account,  having  no  clue  to  the  name 
on  the  ticket. 

"Finally  the  tickets  and  the  lists  have  reached  the  ac- 
countant, who  separates  the  deposits  from  the  drafts  and 
carefully  compares  each  ticket  with  the  list.  They  should 
agree  in  the  following  respects: 

1.  The  number. 

2.  The  name. 
'3.     The  amount. 

"Having  eliminated  any  errors  found,  the  totals  are 
made  up  by  the  smaller  sections  and  recapitulated,  finally 
reaching  an  agreement  between  the  increase  and  the  decrease 
of  the  depositors'  balances  and  the  increase  and  decrease  of 
the  teller's  cash.  Barring  the  possibility  of  double  and  com- 
pensating errors  (which,  though  rare,  is  always  with  us)  any 
error  would  throw  the  final  figures  out,  whether  it  be  in 
amount,  in  the  wTong  side,  in  the  wrong  account,  or,  most 
important  of  all,  in  the  derived  balance." 

Posted  "While  You  Wait.^^ 

In  the  Strafford  Savings  Bank  of  Dover,  N.  H.,  posting 
is  done  at  the  time  of  the  original  transaction.  The  teller 
makes  his  entry  at  the  window  (e.  g.,  in  case  of  a  withdraw- 
al), takes  the  depositor's  receipt  and  sends  the  pass-book. 
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with  a  charge  slip  for  the  amount  to  be  withdrawn,  back  to 
one  of  the  bookkeepers.  She  selects  the  deposit  card,  corre- 
sponding in  number  to  the  bank-book,  enters  all  back  divi- 
dends on  the  book  and  then  enters  the  withdrawal  on  both 
book  and  card.  The  card  is  then  placed  in  a  special  drawer 
and  the  book  returned  to  the  paying  teller,  who  passes  it, 
with  the  cash,  to  the  depositor.  At  the  end  of  the  day  the 
cards  are  checked  back  with  the  paying  teller's  sheets  and 
are  then  filed  in  place. 

Daily  Trial  Balance. 

In  the  Home  Savings  Bank  of  Boston  they  use  the  card 
ledger,  and  the  active  cards  are  removed  from  the  tray  at  the 
time  of  posting,  and  at  the  end  of  the  day's  work  a  trial  bal- 
ance is  taken  of  those  cards.  They  use  a  fifteen-bank  adding 
machine  (Burroughs)  with  the  split  and  normal  device 
which  allows  two  columns  to  be  added  simultaneously.  In 
the  left-hand  column  they  add  the  old  balance  on  the  card, 
that  is,  the  balance  before  the  transactions  are  posted.  In 
the  right-hand  column  is  added  the  new  balance.  To  the 
sum  of  the  old  balances  is  added  the  deposits  for  the  day, 
and  to  the  sum  of  the  new  balances  is  added  the  drafts  for 
the  day.  The  results  of  the  two  columns  should  be  alike. 
The  transactions  are  then  listed  numerically  and  sub-divided 
to  correspond  with  the  contents  of  each  tray,  a  sub-footing 
being  carried  out. 

In  the  front  of  each  tray  of  ledger  cards  they  have  what 
is  called  a  proof  card,  which  shows  at  all  times  the  balance  to 
the  credit  of  that  tray,  the  deposits  for  each  day  being  added 
and  the  drafts  deducted.  It  is  a  very  simple  matter  at  any 
time  to  take  off  a  complete  trial  balance  on  any  tray,  and 
owing  to  the  fact  that  a  daily  trial  balance  is  taken  of  the 
active  accounts,  an  error  is  very  rare.  The  tickets,  deposit 
and  draft,  after  a  proof  is  made  and  they  have  been  listed, 
are  sorted  away  numerically,  so  that  the  transactions  of  any 
one  depositor  are  all  together. 

A  Maine  Idea. 

The  Bangor  Savings  Bank,  Bangor,  Me.,  uses  the  fol- 
lowing system: 

The  sheet  system  was  adopted  after  installing  the  card 
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ledger,  and  has  been  found  to  facilitate  the  work  very  mucb 
(Form  92).  The  sheets  are  used  on  strong,  light  boards, 
held  in  place  by  a  ten-inch  Globe  clamp.  A  deposit  is  en- 
tered when  taken,  number,  name  and  amount,  the  ledger 
card  is  taken  from  its  case,  a  red  tag  dropped  into  its  place, 
deposit  book  balance  is  compared  with  the  ledger  card  and 
the  card  stood  in  a  box  marked  "deposits,"  handy  to  the  de- 
posit sheet  at  the  receiving  teller's  window.  All  postings  to 
the  ledger  cards  are  made  from  the  sheets  (Form  92),  and 
if  the  cards  are  placed  in  the  deposit  box,  one  back  of  the 
other  in  order  of  deposits  taken,  they  will  be  in  regular  order 
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for  posting  and  for  the  comparing  of  postings,  thus  saving 
much  handling.  After  the  day's  entries  are  made  and  com- 
pared, the  cards  are  returned  to  the  cases.  The  payment 
sheets  (Form  92C)  and  cards  are  used  in  a  similar  manner, 
the  paying  teller  entering  the  nimiber  of  accoimt,  amoimt  to 
be  drawn  and  taking  signature  of  payee. 

At  the  close  of  the  day,  the  sheets  are  footed,  footings 
carried  to  cash  book  (Form  92B),  then  filed  away  till  the 
end  of  the  year,  when  they  are  bound. 

Each  deposit  is  crosspiled  in  a  compartment,  and  so  are 
kept  distinct  for  checking  back.  Orders  are  filed  away  in 
order  taken.  No  other  books  are  used  in  the  receipt  or  pay- 
ment of  money. 

Connecticut  Speaks  on  the  Subject. 

The  Middletown  Savings  Bank  of  Middletown,  Conn., 
enters  the  items  of  deposits  and  drafts  in  bulk,  as  will  be 
seen  from  the  following:  Money  received,  whether '►for  de- 
posit, interest,  rents  or  payment  on  loans  is  entered  on  a 
"Received"  ticket,  and  the  ticket  placed  with  the  money  until 
it  is  checked  up.  Receipts  other  than  deposits  are  copied  on 
the  journal,  all  deposit  tickets  are  added  together  and  en^ 
tered  as  one  amount  on  the  journal.  All  "Receive'd"  tickets 
are  added  up  on  an  adding  machine  at  the  end  of  the  day, 
and  must  agree  with  the  footing  from  the  journal  and  the 
cash  received.  All  "Paid"  tickets  are  treated  as  above 
stated,  and  the  difference  between  the  two  shows  the  cash 
balance. 

All  deposit  tickets,  "Received"  and  "Paid,"  are  entered 
on  a  slip  each  day,  number  of  account  and  amoimt  of  entry ; 
each  slip  is  in  turn  copied  off  into  divisions,  and  the  entries 
in  each  division  being  added  up  at  the  end  of  the  month,  show 
the  increase  or  decrease  of  that  division  for  the  month,  which 
being  added  to  or  subtracted  from  the  balance  of  the  division 
for  the  preceding  month  gives  a  new  balance.  Each  six 
months  these  balances  are  proved  by  comparing  with  the 
previous  six  months'  balance,  and  this  proved  balance  is  en- 
tered in  ink  on  the  deposit  account  card  (they  use  the  card 
system).  As  all  of  the  proving  work  is  done  by  machine, 
they  carry  about  two  hundred  accounts  in  each  division. 
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The  Silk  City  Does  It  Differently. 

In  the  Paterson  Savings  Institution  the  tellers  never 
make  an  entry  on  depositors'  pass-books.  The  bookkeepers 
receive  the  pass-books,  compare  them  with  ledger  accounts, 
make  the  desired  entry  in  the  book,  and  fill  out  a  deposit  sUp, 
which  is  initialed  by  the  particular  clerk  who  makes  the 
entry.  The  clerk  also  writes  the  same  initial  in  pass-book, 
and  it  is  as  much  a  part  of  the  entry  therein  as  the  date  and 
sum  involved.  The  pass-book  is  then  passed  to  one  of  the 
tellers,  who  receives  the  money  from  the  depositor,  at  the 
same  time  returning  to  him  his  book.  The  teller,  for  the 
purposes  of  his  money  proof,  enters  in  a  book,  conveniently 
ruled,  the  number  of  the  pass-book  and  the  sum  received, 
as  indicated  by  the  pass-book  entry. 

The  deposit  slips  are  taken  by  a  junior  clerk  at  conven- 
ient times  during  the  day  and  copied  in  a  book  prepared 
for  that  purpose,  and  this  clerk  places  a  check  mark  on  the 
ticket  against  the  word  "Entered."  The  total  shown  by  this 
book  at  the  close  of  the  day  must  prove  with  the  teller's  list 
of  the  same  transactions,  and  the  system  proves  a  very  ef- 
fectual check  against  omissions,  either  by  the  teller  from  his 
list  or  by  the  bookkeeper  in  failing  to  make  out  a  slip,  as  an 
instance  has  never  been  known  where  both  teller  and  book- 
keeper have  omitted  the  same  item. 

The  bookkeepers  now  take  the  deposit  slips  and  post 
from  them  to  the  ledgers,  entering  not  only  the  amount 
shown  by  the  ticket,  but  at  the  same  time  extending  the  new 
balance  of  the  account  into  the  balance  column.  The  book- 
keeper places  a  check  mark  on  the  slip  against  the  word 
"Posted."  Another  bookkeeper,  who  does  no  posting,  now 
takes  the  book  into  which  the  deposit  slips  have  been  copied 
in  full,  and  from  it  compares  the  postings  on  the  ledgers, 
checking  the  same,  also  proving  and  checking  the  newly  ex- 
tended balance.  The  deposit  slips  are  bound  in  suitable 
packages  and  filed  away.  The  occasion  for  again  referring 
to  any  of  them  is  very  rare  indeed,  but  thev  are  filed,  never- 
theless,  iso  that  should  necessity  arise  they  can  be  produced 
on  short  notice. 


Note — Parts  of  the  foregoing  will  be  found  in  treating  deposits  and  with- 
drawals and  repeated  here  in  order  to  lead  up  to  the  posting  proof.  The  proof 
of  cash  and  proof  of  posting  so  interlock  that  repetition  is  quite  unavoidable. 


CHAPTER  XXII 

TESTING  TIME  IN  THE  SAVINGS  BANK 

Of  all  experiences  that  coriie  to  the  savings  bank  book- 
keeper, there  is  none  more  satisfying  than  that  sense  of  relief 
which  comes  when  the  trial  balance  is  off  and  corresponds 
with  the  general  ledger.  It  is  a  rather  unusual  thing  to 
strike  a  correct  proof  at  first,  and  a  review  of  the  work  is 
usually  required,  for  in  spite  of  the  most  careful  work, 
errors  are  bound  to  creep  in,  and  in  the  stress  of  the  work 
are  more  difficult  to  find  than  if  the  work  were  done  under 
a  less  severe  strain.  It  is  the  conmion  experience  of  savings 
bank  clerks  to  find  that  trivial  errors  are  overlooked  time 
and  again,  until  the  checking  process  becomes  most  weari- 
some. In  a  large  bank  with  upwards  of  sixty  thousand 
accounts,  this  work  is  crowded  into  three  strenuous  weeks 
of  about  fourteen  hours  a  day.  The  interest  having  been 
computed  and  posted  must  be  extended  and  the  balances 
taken  off,  usually  after  hours  When  the  strain  of  the  day 
has  made  the  mind  less  acute  and  more  liable  to  err.  And 
it  is  an  easy  matter  to  make  a  trifling  error  that  may  throw 
the  whole  work  out  of  true,  and  nothing  remains  but  to  go 
over  the  work  until  it  is  found.  The  author  has  seen  effi- 
cient clerks  work  to  the  point  of  breakdown  in  the  endeavor 
to  locate  an  error,  and  turn  the  work  over  to  another  in 
despair,  who  has  found  it  without  difficulty.  The  only  safe 
way  in  such  cases  is  to  relieve  one  another  and  let  one  who 
has  not  done  the  work  before  check  that  particular  part.  It 
is  a  matter  of  chagrin  to  find  that  one  has  gone  over  his  own 
error  several  times  without  detection.  But  the  feeling  of 
satisfaction  that  ensues  when  everything  is  in  balance  is 
worth  its  price,  and  the  sure  test  of  efficiency  in  the  working 
force  is  demonstrated  when  the  men  will  not  rest  content 
until  everj'-  error  is  promptly  found.  One  faithful  employee 
in  a  certain  bank  almost  worries  himself  sick  if  the  work  is 
unresponsive  to  the  proving  process. 

When  it  is  remembered  that  banks  having  over  a 
hundred  thousand  accounts  and  whose  transactions  with 
the  depositors  number  over  four  hundred  thousand  a  year. 
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exclusive  of  interest  postings,  keep  their  books  in  perfect 
balance,  the  magnitude  of  the  bookkeeping  in  a.  large  sav- 
ings bank  will  at  once  become  apparent.  The  mechanical 
process  of  proving  the  accuracy  of  these  half  million 
entries  and  extensions  is  trying  at  best,  but  if  the  figures  do 
not  prove,  it  may  mean  a  long,  tiresome  hunt  to  locate  the 
error.  The  bank  that  thus  keeps  its  books  in  balance  must 
have  due  regard  to  system,  checks  and  counter  checks,  lest 
in  the  vast  sea  of  entries,  an  error,  simple  in  itself,  and  yet 
the  easiest  thing  imaginable,  creep  in  to  discount  all  that 
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•  may  have  been  done  correctly.  Many  men,  of  many  minds, 
have  wrestled  with  the  problem,  and  each  has  solved  it  in  his 
own  way — the  best  of  course;  but  it  is  not  the  item  that  is 
correctly  handled  that  causes  the  work  and  the  worry;  it  is 
the  unlooked'for,  the  unexpected,  the  unnoticed,  that  rises 
up  to  mock  us,  for  one  entry  wrong  will  discount  ten  thou- 
sand right.  Until  that  man  is  born  whose  brain  never  sUps 
a  cog;  who  never  gets  five  out  of  two  plus  two;  who  is  more 
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machine  than  man,  and  cannot  err,  the  trial  balance  will 
cause  the  bookkeeper  more  or  less  apprehension. 

The  object  of  all  accounting  is  accuracy,  and  all  sorts 
of  schemes  and  checks  galore  have  been  devised  to  prevent 
errors,  but  once  getting  through  the  first  proof,  or  a  counter 
error  occurring  to  balance,  only  at  the  testing  of  the  work  as 
a  whole  will  the  sUp  be  discovered.  Then,  somewhere  in  a 
thousand  or  two  thousand  accounts;  or  somewhere  in  three 
or  six  months'  work,  a  miss  has  been  made  and  nothing  re- 
mains but  to  hunt  it  up. 

The  experienced  bookkeeper  learns  of  the  most  likely 
methods  to  detect  mistakes.  For  instance,  a  shortage  of 
$81.00  would  naturally,  applying  the  rules  of  9's,  be  $90.00 
posted  $9.00;  a  shortage  of  $10.00  might  be  an  omission,  a 
$5.00  credit  posted  as  a  debit,  a  double  posting,  a  mistake 
:in  footing,  extending,  etc. — a  dozen  places  readily  suggest 
themselves,  but  when  the  usual  tests  fail,  and  it  may  be  in 
one  of  many  places,  it  is  a  proposition. 

The  Adding  Machine  to  the  Rescue. 

It  takes  no  prophet  to  foretell  that  within  a  few  years 
the  adding-machine  will  be  in  universal  use,  both  in  banks 
and  business  houses.  The  "fifteen  bank"  machine,  allowing 
the  full  number  of  the  account,  together  with  the  ledger 
balance,  to  be  Usted,  makes  itself  especially  valuable.  As  to 
systems,  they  are  legion.  In  many  instances,  the  trial  bal- 
ance forms  the  basis  of  the  interest  computation;  but  where 
this  is  not  the  case,  and  in  many  instances  where  it  is,  the 
forms  are  merely  a  roll,  or  loose  sheets  of  paper,  as  suits  the 
fancy.  Where  the  two  are  combined,  it  simplifies  matters, 
the  one  aiding  the  other,  and  a  few  representative  forms  for 
such  are  shown. 

Helps  to  Accuracy. 

The  trial  balance  is  a  test,  a  proof,  of  work  done.  Its 
sole  object  is  to  prove,  and  that  system  is  best  which  will 
accomplish  this  result  in  the  quickest  and  easiest  manner. 
The  result  should  be  primary;  the  looks  secondarj\  Looks 
are  good,  but  results  are  better.  To  facilitate  this  work, 
one  thing  is  primarily  essential,  i.  e.,  that  the  ledger  bal- 
ances be  correct.     This  has  alreadv  been  treated.     With- 
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out  a  good  system  to  keep  these  correct,  the  trial  balance 
becomes  a  nuisance;  with  these  accurate,  it  is  a  mechanical 
process,  as  above  noted.  But  aside  from  this,  three  things 
seem  to  be  advisable  in  this  connection  and  quite  commonly 
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ill  practice;  namely,  first,  the  grouping  of  accounts,  so  that 
each  section  or  group  may  be  proven  separately.  An  error 
developing,  it  is  far  easier  to  locate  it  in  a  thousand  accounts 
than  to  be  obhged  to  hunt  through  five  thousand;  to  have 
three  or  six  month  periods  under  test,  than  to  wait  until 
the  end  of  the  year.  Some  banks  take  tests  monthly,  others 
quarterly,  but  most  commonly,  every  six  months.  In  some 
banks,  the  balances  that  are  disturbed  are  proven  at  the 
time  of  posting,  but  only  the  final  testing  will  prove  the 
work  as  a  whole. 

The  journal-cash  book,  in  common  use  in  most  of  the 
smaller  banks,  ruled  in  columns  representing  these  groups 
of  accounts,  makes  it  an  easy  matter  to  keep  account  with 
each  section  and  prove  separately.  The  same  result  is  ac- 
complished in  the  larger  institutions  by  using  sheets,  with 
proper  rulings  for  distributing  the  transactions.  Representa- 
tive forms  have  been  shown  in  discussing  the  posting  meth- 
ods. The  perforated  sheet,  quite  commonly  used,  forms  the 
basis  of  an  admirable  system,  both  for  grouping  and  proving. 

Secondly,  to  allow  for  items  posted  after  the  date 
of  taking  the  balance.  The  credits  must  not  be  included; 
the  debits  and  closed  accounts  mtist  be  in  the  balance. 
It  therefore  becomes  necessary  to  do  it  quickly,  with 
as  little  chance  for  this  as  possible.  If  the  bank  could  shut 
the  doors  and  do  no  business  until  this  work  was  over, 
all  would  be  well,  but  business  must  go  on,  and  the  daily 
routine  followed,  else  a  huge  mass  of  work  will  accumulate. 
Some  banks  postpone  the  ledger  extensions  until  this  work 
is  complete,  and  one  omits  posting  altogether,  but  where  the 
daily  test  of  the  balances  disturbed  is  made,  this  is  quite 
impossible,  and  great  care  must  be  taken  not  to  list  that 
which  does  not  properly  belong  in  the  balance.  Here  the 
rapidity  of  machine  work  becomes  exceedingly  valuable. 

Thirdly,  to  keep  the  trial  balance  and  interest  work 
separated,  so  that  the  two  do  not  fall  on  the  same  date. 
Interest  methods  will  not  be  discussed  here,  but  suffice  it 
to  say  that  every  man  has  his  own  way  of  doing  things,  and 
some  seem  to  have  selected  the  hardest  and  most  cumber- 
some methods  imaginable.  However  this  may  be,  they  both 
require  time,  and  where  the  trial  balance  forms  the  basis  of 
the  interest  work,  the  periods  should  be  near,  otherwise  it  is 
of  no  use.  In  the  majority  of  instances,  only  the  drafts 
affect  the  interest  after  certain  dates  and  the  interest  work 
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can  be  antidpated  to  a  large  extent.*  If  interest  is  paid  in 
July  and  Januar}',  as  is  generally  the  custom,  the  trial- 
balance  can  be  taken  to  advantage  in  May  and  November, 
leaving  the  months  of  May  and  November  for  trial-balance 
work  and  June  and  December  for  interest  computation,  and 
this  would  seem  to  be  highly  desirable.f 


Under  the  regime  of  the  bound  ledger,  the  time  con- 
simied  in  finding  the  living  accounts  among  the  dead  made 
the  process  a  slow  and  tedious  one;  but  with  the  coming  of 

'Saviiiga  bunks  rarely  pay  interest  on  daily  balaticps;  a  few  pay  from  the  date 
Ol  ilrpi)sil.  The  usual  rule  is  to  pay  from  quarter  days  or  the  first  of  each 
month.  In  tlie  former  no  deposits  nfter  April  3  and  Octoher  3,  and  in  the 
latter,  June  J  and  December  3  would  affect  the  interest,  (Dividends  January 
•nd  July.) 

tSiinie  lianks  take  a  pnmf  iuiniediulely  aflrr  posting  tlie  hitere^t-dividend  to 
provt  extensions. 
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the  card  and  looseleaf  ledgers,  where  every  card  or  sheet 
represents  an  open  account j  it  becomes  mechanical  to  a  high 
degree  and  any  (careful)  boy  of  sixteen  can  do  it.  But 
the  finding  of  errors,  if  such  there  be,  is  the  work  of  a  man, 
and  requires  experience,  often  bitter,  and  training,  long,  to 
teach  the  most  likely  places  in  which  such  a  difference  could 
occur.  No  matter  what  the  system,  either  of  posting,  prov- 
ing, or  interest  w^ork,  one  thing  remains  true,  the  adding- 
machine  has  now  become  the  means.  For  this  it  is  eminently 
fitted,  and  is  coming  to  be  a  necessity. 

The  Transition  of  the  Trial  Balance. 

On  the  top  shelf  in  the  vault  of  the  Blank  Savings 
Bank  stands  a  row  of  books,  placed  there  "for  future 
reference."  But  the  future  not  requiring  any  references  of 
such  nature,  a  goodly  accumulation  of  dust  and  cobwebs 
has  gathered  thereon,  giving  them  that  ancient  look  that 
characterizes  historical  works  of  art.  They  are  the  trial 
balances  of  the  past  forty  years,  and  are  indeed  works  of 
art,  produced  by  the  sweat  of  many  brows,  and  the  history 
recorded  therein  is  one  of  much  struggle  and  anxiety. 

The  changing  character  of  this  collection  of  antiques 
well  typifies  the  transition  of  the  trial  balance  from  a  work 
of  art,  laboriously  produced,  to  a  product  not  only  a  thing 
of  beauty,  but  a  joy  forever.  For  a  number  of  years  the 
record  would  be  found  to  consist  of  the  full  name  of  each 
depositor,  the  number  of  the  account,  also  in  full,  and  the 
amount,  together  with  the  distribution  for  interest  calcula- 
tion, all  carefully  done  in  ink  with  much  pains — the  word 
pains  meaning  also  "pangs  of  labor"  (Standard  Diction- 
ary). As  a  matter  of  fact,  for  many  years  the  work  was 
first  done  in  lead  pencil  to  get  it  right,  and  then  carefully 
copied  in  ink  (often  to  get  it  wrong),  and  the  latter  duly 
placed  in  the  graveyard  to  rest,  while  the  pencil  copy,  being 
fche  original  entry ,  formed  the  basis  of  future  calculations. 

As  time  wore  on,  the  christian  name  was  abbreviated 
and  or?lv  initials  used;  then  the  first  name  and  initials  were 
dropped  entirely,  and  only  the  surname  used,  and  the  full 
number  wrtJtten  only  at  intervals  as  a  guide.  In  due  course 
of  time,  the  providence  that  watches  over  bank  men  and 
endeavors  to  h'lft  their  manv  burdens  sent  the  man  with 
the  adding  machine,  who,  after  much  persuasion,  obtained 
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consent  to  ship  a  machine  on  trial,  with  full  assurance  that 
he  was  "wasting  good  express  money."  But  he  knew  bet- 
ter, and  the  machine  "stayed  put,"  and  from  that  time  on, 
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the  record  shows  merely  a  column  of  account  numbers  and 
ledger  balances.  Detail  has  given  way  to  despatch,  and 
accuracy  has  gone  hand  in  hand  with  speed,  and  the  man 
with  the  writer's  cramp  need  only  press  the  keys  (the  right 
ones  of  course)  and  pull  the  handle.  A  grateful  savings 
bank  fraternity  should  build  a  monument  to  the  man  who 
invented  mechanical  addition,  for  if  any  one  thing  lightens 
the  burden  of  overworked  bank  clerks,  it  is  the  adding 
machine.  To  sing  the  praises  of  this  bit  of  clever  mechan- 
ism, is  not  the  primary  purpose  of  this  chapter;  but  if  that 
row  of  books  could  speak,  they  would  testify  in  no  uncer- 
tain tone  of  the  value  and  adaptability  of  this  invention  to 
this  particular  part  of  savings  bank  work,  and  as  for  hand- 
work,— say  "never  again!" 

There's  a  Reason. 

If  a  reason  were  sought  why  savings  banks,  everywhere, 
take  extreme  care  that  the  ledger  balances  shall  be  correct 
at  all  times,  the  answer  would  not  be  that  the  bank  ran  any 
great  risk  of  monetary  loss  through  such  errors,  for  pay- 
ment is  made  only  on  presentation  of  the  book,  and  the 
book  is,  or  should  be,  compared  before  paying  any  large 
amount,  and  the  book  is  supposed  to  show  the  correct  bal- 
ance due.  But  the  real  reason  would  be  found  to  be,  first, 
that  an  error  is  an  error j  and  as  such  should  not  be  toler- 
ated; and  second,  if  not  found  at  the  time  of  posting  proof, 
IS  bound  to  turn  up  at  trial  balance  time  and  cause  endless 
anxiety  and  annoyance. 

But  however  this  may  be,  grave  danger  lies  in  neglecting 
the  trial  balance.  Occasionally  a  savings  bank  failure  re- 
veals the  fact  that  the  trial  balance  has  been  neglected, 
sometimes  for  years.  Failures  in  Massachusetts  and  Con- 
necticut have  recently  uncovered  such  a  state  of  affairs. 

Here  is  an  old  trick  that  was  "turned"  as  early  as  1823, 
by  a  clever  Englishman.  In  taking  deposits,  say  of  ten, 
twenty  and  thirty  pounds,  respectively,  he  would  enter  the 
correct  amount  on  the  book,  drop  the  cipher  on  his  tickets, 
and  pocket  the  balance.  His  cash  balanced,  naturally. 
After  his  superior  officer  had  checked  back  the  work,  he 
Mould  enter  the  ciphers  in  their  proper  places,  making  the 
ledger  account  agree  with  the  book.  Not  having  a  modern 
system  of  bookkeeping,  he  was  not  detected  for  a  long  time; 
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but  it  will  quickly  be  seen  that  had  a  monthly  statement 
been  taken  of  the  general  ledger  (supposing  they  had  this 
useful  article)  and  a  periodical  trial  balance,  he  would  have 
met  his  Waterloo  much  sooner. 

The  processes  heretofore  described  to  insure  accuracy  in 
posting  may  seem  to  savor  of  red  tape,  and  be  more  or  less 
needless;  but  the  clerk  who  has  been  confronted  with  an 
error,  great  or  small,  that  existed  somewhere  in  from  two 
to  five  thousand  accounts,  and  anywheire  within  six  months' 
work,  needs  no  philosopher  to  convince  him  that  an  ounce 
of  prevention  is  better  than  a  ton  of  cure,  and  the  best  way 
to  find  an  error  is  not  to  make  it. 

The  new-comer  in  savings  bank  work  confronted  by  a 
shortage,  say  of  ten  dollars,  and  who  is  advised  by  older 
heads  to  check  back  his  postings  from  the  ledger  to  the 
journal  (if  postings  are  so  made)  is  apt  to  heave  a  big 
sigh  and  start  in  with  a  grumble,  wondering  why.—since 
he  has  checked  everything  from  the  journal  to  the  ledger; 
but  when  he  discovers  a  ten-dollar  draft  that  was  posted 
to  the  wrong  account  and  not  detected  and  also*  posted  to 
the  right  account  thus  making  a  double  posting  he  will 
quickly  understand  that  the  check  that  didn't  check  an 
unchecked  item  was  no  check  at  all.  But  whatever  method 
is  adopted  to  prevent  omissions  and  commissions  and 
''double  missions," — one  thing  remains  true:  barring  coun- 
ter-balancing errors,  only  a  trial  balance  of  the  work  as  a 
whole  will  demonstrate  the  accuracy  of  the  work  in  detail. 
And,  no  matter  how  meritorious  the  proof  of  daily  posting 
may  be,  only  such  a  comprehensive  test  can  verify  the  work 
for  the  period  under  proof. 

Proof  by  Groups. 

As  heretofore  suggested,  practically  all  banks  group 
their  accounts.  In  taking  trial  balances  these  groups  are 
first  tested  and  then  the  work  as  a  whole  is  balanced  with 
the  general  ledger.  In  fact,  it  seems  hardly  believable  that 
any  bank  man  would  be  so  short  sighted  as  to  try  to  keep 
any  great  number  of  accounts  without  such  a  system.  In 
making  this  group  test,  as  will  shortly  be  seen,  as  low  as 
thirty-two  accounts  are  balanced  separately;  but  the  num- 
ber is  optional. 

We  must,  of  course,  have  a  correct  starting  point,  and 
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the  problem  generally  resolves  itself  into  adding  the  receipts 
to  the  last  trial  balance  and  subtracting  the  drafts.  It  is, 
therefore,  absolutely  essential  that  the  account  with  the 
group  be  accurately  kept,  for  to  test  by  an  erroneous  bal- 
ance is  about  as  difficult  a  proposition  as  one  could  under- 
take. But  with  the  help  of  a  good  system  to  insure  cor- 
rect grouping,  and  another  to  insure  correct  balances,  aided 
by  the  adding  machine  to  take  off  the  ^*grind,"  trial  bal- 
ance work  becomes  a  pleasure,  and  there  is  a  certain  satis- 
faction that  comes  over  a  man  when,  upon  striking  his 
proof  he  finds  it  to  be  correct;  and  whatever  of  care  and 
pains  he  has  exercised  in  his  daily  work  finds  its  reward  at 
this  time.  It  is  no  unusual  thing  in  large  and  well-managed 
banks  to  have  sixty  per  cent,  of  their  groups,  or  ledgers, 
balance  upon  first  test.  Such  events  are  not  accidents,  how- 
ever, and  accuracy  has  cost  its  price  in  care. 

But  how  often  shall  such  a  test  be  made?  That  would 
depend  upon  the  excellence  of  the  daily  proof  of  posting. 
If  the  postings  are  merely  checked  back  (and  cases  are  on 
record  where  such  have  been  checked  as  having  been  posted, 
and  again  checked  as  posted  correctly,  when  they  were  not 
posted  at  all),  and  no  proof  of  the  extension  of  the  ledger 
balances  is  made,  a  monthly  proof  would  be  desirable,  but 
not  generally  possible,  and  the  better  part  of  wisdom  would 
seem  to  be  to  pay  more  attention  to  the  daily  postings  and 
take  the  trial  balances  at  six  months'  intervals.  In  fact,  a 
canvass  of  this  matter  among  the  New  York  banks  shows 
that  semi-annual  tests  quite  generally  prevail.  If  a  bank 
whose  transactions  average  two  thousand  a  day  can  keep 
its  books  in  perfect  balance  by  a  six  months'  trial  balance, 
so  can  its  more  modest  neighbor. 

Trial  Balance  Methods. 

In  a  New  York  savings  bank,  whose  open  accounts 
number  32,000,  the  following  system  of  posting  and  trial 
balance  is  in  force:  At  the  close  of  the  day  the  tickets  are 
sorted  numerically  and  placed  in  clamps,  one  for  each 
ledger.  The  next  day  these  items  are  posted  without  re- 
moving from  the  clamps.  In  order  to  prove  the  work,  two 
day  books  are  used  for  each  ledger,  debit  and  credit,  and 
the  numbers  of  the  accounts  as  per  the  tickets  are  written 
down.    The  pro\nng  clerk  turns  to  the  ledger  and  sets  down 


TESTING  TIME   IN   THE   SAVINGS   BANK  845 

opposite  the  number  whatever  he  finds  posted  on  the  ac- 
count. The  items  are  checked  back  from  the  book  to  ledger 
and  totaled. 

With  all  the  advantages  of  the  adding  machine,  there 
are  still  many  banks  that  adhere  to  the  hand  method  of 
trial  balance  work,  for  the  good  and  sufficient  reason  that 
the  accounts  are  so  numerous  that  a  large  number  of  ma- 
chines would  be  necessary,  and  where  the  bound  ledgers 
are  still  used,  a  machine  for  every  two  or  three  ledgers 
would  be  required  if  the  work  were  to  be  done  with  des- 
patch. This  bank,  at  trial  balance  time,  calls  in  extra 
help,  and  takes  down  all  balances  in  ink,  no  erasing  being 
allowed.  The  balances  are  checked  back,  and  any  errors  are 
reported  to  the  secretary.  Postings  are  held  back  until 
balances  are  all  taken  down  (but  not  footed),  which  usually 
requires  about  two  days.  The  footings  are  made  by  two 
men,  but  are  not  taken  down  until  the  last  clerk  has  been 
over  the  work,  having  been  kept  on  a  separate  sheet.  If 
the  totals  agree,  the  footings  are  written  down  in  ink.  The 
group  accounts  are  carefully  kept  and  each  group  is  bal- 
anced by  itself,  only  the  secretary  knowing  what  the  group 
calls  for,  and  the  footings  are  verified  by  him  when  proof 
is  ready.  This  is  really  a  "blind"  system,  as  no  one  knows 
his  proof  figures  and  there  is  no  chance  of  forcing  a  bal- 
ance. The  total  of  the  groups  must,  of  course,  tally  with 
the  general  ledger;  any  errors  being  traced  to  the  proper 
groups  and  located. 

In  the  Jefferson  County  Savings  Bank  of  Watertown, 
N.  Y.,  whose  open  accounts  number  27,000,  the  following 
system  is  in  force: 

Trial  balance  sheets  for  individual  ledgers  are  ruled  with 
a  column  for  folio,  previous  balance,  total  drafts  on  each 
account,  total  deposits  and  interest  added,  present  balance, 
and  ruled  for  thirty-six  accounts.  The  previous  balance  is 
the  last  trial  balance.  All  drafts  made  on  each  account  since 
last  trial  balance  are  added  together,  and  the  total  entered 
in  debit  or  draft  column.  All  deposits  made  and  the  inter- 
est credited  since  last  trial  balance  are  added  together  and 
entered  in  credit  or  deposit  column.  The  present  balance 
of  account  is  entered  in  the  present  balance  column.  Each 
line  represents  an  account,  and  the  transactions  thereon  for 
six  months. 

To   prove  the   work  the   previous   balance   and   credit 
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columns  are  added  together  and  should  equal  the  sum  of  the 
debit  and  present  balance  columns.  If  they  do  not  agree, 
there  is  an  error  in  those  thirty-six  accounts,  which  is  easily 
located.  Each  ledger  is  verified  in  the  same  way,  proving 
the  thirty-six  accounts  at  a  time.  The  total  footings  of 
these  sheets  for  this  ledger  will  agree  with  the  columns  of 
this  ledger  on  the  general  ledger. 

Care  is  exercised  not  to  leave  any  amount  off  or  to  go 
back  of  last  trial  balance  date.  Either  will  cause  trouble 
and  show  error.  It  proves  the  posting  is  correct;  that  the 
interest  was  footed  and  entered  correctly;  and  that  the 
ledger  is  in  balance.  There  is  only  one  thing  it  won't  prove, 
one  error  balancing  another,  on  these  thirty-six  accounts. 

The  Portsmouth  Savings  Bank  of  Portsmouth,  N.  H.» 
runs  an  account  with  each  even  thousand  numbers.  The 
deposit  slips  and  withdrawal  blanks  are  listed  by  adding 
machine  monthly,  and  the  amount  added  to  or  deducted 
from  the  balance  due  thereon.  In  taking  trial  balances,  each 
division  is  subdivided  into  blocks  of  fifty,  and  each  block  of 
fifty  is  taken  off  and  totaled.  In  this  manner,  on  January 
1,  1909,  twenty-two  out  of  twenty-nine  blocks  were  correct 
the  first  time  and  the  errors  in  the  remaining  seven  blocks 
were  found  in  a  few  hours. 

In  the  Fitchburg  (Mass.)  Savings  Bank,  they  use  the 
loose  deposit  and  withdrawal  tickets.  The  cash  is  balanced 
from  the  tickets,  and  then  the  tickets  are  posted  on  the 
ledgers,  and  entered  in  the  deposit  and  withdrawal  books, 
this  to  make  sure  that  no  tickets  have  been  lost  during  the 
posting  process.  These  tickets  are  kept  in  temporary  boxes, 
and  arranged  numerically  daily,  until  the  time  for  taking' 
the  trial  balance  arrives. 

The  dividend  days  are  January  1  and  July  1,  and  they 
take  trial  balance  on  the  last  business  days  of  January  and 
July,  thus  giving  ample  time  to  extend  the  dividends,  as 
any  system  of  trial  balance  that  does  not  prove  the  exten- 
sions,, as  well  as  the  postings,  is  of  no  value  whatever. 

Their  system  of  trial  balance  is  briefly  this :  The  ledgers 
and  tickets  are  subdivided  into  small  sections,  the  sections 
in  the  inactive,  or  old,  ledgers  being  larger  than  in  the  new 
ones,  where  the  subdivisions  consist  of  one  hundred  num- 
bers. Dividends  are  made  in  separate  books,  one  for  each 
ledger,  along  the  same  subdivision  lines.  About  a  week 
before  the  time  for  taking  the  trial  balance,  they  begin  list- 
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ing  off  the  deposit  and  withdrawal  tickets,  building  on  to 
them  from  day  to  day,  until  the  actual  taking  of  the  triai 
balance. 

The  proof  blanks  are  made  up  of  the  following  items: 
Previous  balances  of  the .  subdivisions ;  dividends  credited; 
deposits  credited ;  less  the  withdrawals. 

The  ledgers  are  hsted  with  the  adding  machine,  with 
the  same  subdivisions,  and  if  the  two  agree,  of  course  that 
ends  it.  If  there  is  a  difference,  the  subdivisions  being  so 
small,  ordinarily  the  difference  is  found  in  a  minute  or  two. 
Then  the  proofs  are  put  together,  making  a  general  proof 
of  the  ledger,  and  when  all  the  ledgers  are  done,  a  general 
proof  is  made  of  all  the  ledgers  combined. 

The  deposits,  withdrawals  and  dividends  must  agree 
with  the  separate  books  for  those  three  items,  and  the  total 
amount  due  the  depositors  must  agree  with  the  daily  state- 
ment and  controlling  ledger. 

They  really  get  everything,  except  practically  the  last 
ledger,  proved  up  previous  to  the  day  on  which  they  take 
the  trial  balance.  During  that  day,  they  list  the  last 
ledger,  and  ordinarily,  within  one  hour  of  the  conclusion  of 
business,  they  have  that  ledger  proved,  and  in  a  couple  of 
hours  or  more,  the  proofs  are  all  practically  put  together, 
and  the  trial  balance  is  finished.  They  also  absolutely  prove 
the  number  of  open  accounts,  which  many  banks  neglect 
to  do. 

Under  the  old  system  of  taking  trial  balance,  where  the 
entire  ledger  was  drawn  off  and  footed  up  into  one  item, 
it  used  to  take,  with  a  great  many  less  accounts  than  they 
now  have,  nearly  a  month.  With  the  loose  deposit  and 
withdrawal  tickets  and  the  system  now  in  use,  this  drudgery 
has  been  reduced  to  the  most  pleasant  work  in  the  bank, 
consuming  the  time  of  the  bank's  force  for  parts  of  four  or 
five  days,  and  a  pretty  active  afternoon  for  recapitulating. 

In  every  way,  the  system  is  not  only  absolutely  accurate, 
but  an  interesting  and  fascinating  process. 

The  Springfield  Institution  for  Savings  of  Springfield, 
Mass.,  uses  a  skeleton  ledger  as  a  check  in  case  a  card 
should  be  lost  from  the  card  ledger.  On  this,  as  will  be 
seen,  are  hsted  merely  the  items,  debit  and  credit,  which  post- 
ings are  made  by  a  clerk  who  did  not  make  the  posting  on 
the  card  account.  The  trial  balance  is  taken  from  this 
ledger  and  compared  with  the  cards,  account  by  account. 

23 
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The  totals  of  the  accounts  on  each  page  must  agree  with  the 
totals  of  the  cards  as  obtained  on  the  adding  machine. 

The  Hoboken  (N.  J.)  Bank  for  Savings  takes  its  trial 
balances  semi-annually.  Ledgers  are  divided  into  sections 
of  fifty  accounts  each  and  the  balances  are  taken  off  on 
adding  machine,  the  sheets  being  ruled  to  fit  the  spacing  on 
the  machine  (Form  95),  and  at  the  end  of  each  sec- 
tion the  footing  is  struck.  The  footings  must  agree  with 
the  amount  obtained  by  taking  the  total  of  the  group  at 
the  last  test  and  adding  the  deposits  and  subtracting  the 
drafts. 

The  most  famous  savings  bank  trial  balance  (and  verifi- 
cation of  pass-books  as  well)  in  this  country,  is  that  which  is 
taken  off  at  three-year  periods  by  the  Schenectady  Savings 
Bank  of  Schenectady,  N.  Y.,  published  in  the  daily 
papers  and  pamphlets  sent  to  all  depositors.  The  idea  is 
original  with  them,  but  has  since  been  used  by  other  banks, 
and  must  have  proven  profitable  and  popular,  inasmuch  as 
it  has  been  repeated  several  times  since.  The  idea  is  that 
depositors  may  verify  their  own  balances,  and  is  both  a  very 
clever  advertising  scheme  and  a  practical  audit  of  the  bank's 
liabilities.  In  a  printed  circular  issued  shortly  after  their 
first  experiment  in  1907,  the  bank  states: 

By  publishing  the  pass  book  accoants  by  number,  a  complete  check 
is  made  upon  the  balance  in  each  pass  book,  as  well  as  upon  the  aggpre- 
gate  amount  of  all  the  depositors'  accounts  in  the  bank;  the  same  prin- 
ciple applying  to  the  assets,  as  they  are  all  numbered,  and  when  interest 
is  received  from  mortgages,  the  numbers  are  given  on  the  receipts  for 
interest. 

As  no  bank  would  publish  IcBS  assets  than  it  had,  nor  more  liabilities 
than  it  had,  the  check  is  complete  from  the  outside  as  well  as  from  the 
inside    of   the   bank. 

The  accounts  were  drawn  off  from  the  ledger  cards  with  an  adding 
machine.  Each  column  of  the  newspaper  carries  380  accounts,  a  footing 
being  made  for  every  column — such  footings  carried  forward  to  the  end 
of  the  list.  The  numbers  of  the  accounts  were  put  on  with  a  hand  stamp 
opposite  the  accounts.  Adding  machines  were  used  to  foot  the  numbers 
as  well  as  the  accounts,  in  order  to  verify.  Adding  machines  that  are 
listing  machines  will  foot  both  numbers  and  accounts  as  they  are  drawn 
off  from  the  ledgers.  We  expect  to  use  such  machines  when  we  make 
our  next  detailed  statement.     The  work  will  then  be  much  easier. 

The  proofs  received  from  the  press,  both  numbers  and  amounts^ 
were  refooted  by  the  machines  to  verify. 

Announcement  was  made  in  the  newspapers  published  in  this  vicinity 
several  days  in  advance  of  the  detailed  statement.  We  stated  that  num- 
bers and  amounts  only  of  depositors'  accounts  would  be  published.     The 
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Schenectady  Gazette  has  about  17>000  circulation^  our  statement  being 
a  part  of  the  regular  issue. 

The  expense  to  the  bank  for  the  statement  complete  including 
10^000  copies  in  pamphlet  form^  postage  and  advertising  for  the  special 
report  was  in  the  neighborhood  of  $1^000.  The  sales  of  the  paper  on 
the  day  of  issue^  Feb.  20^  were  very  large^  and  we  find  that  very  many 
of  our  depositors  compared  their  accounts  on  that  day. 

No  objection  has  been  made  on  the  part  of  our  depositors  or  anyone 
connected  with  the  bank  in  any  way^  to  the  publication  of  the  detailed 
statement.  On  the  other  hand,  much  gratification  was  expressed  and 
many  compliments  paid  to  the  bank  by  those  interested^  and  by  the 
public,  at  home  and  abroad. 

The  pamphlet  containing  the  detailed  statement  will  be  distributed 
from  the  bank  and  through  the  mails,  to  banks  and  others. 

It  is  not  intended  by  the  bank  to  make  a  detailed  statement  regu- 
larly, but  only  at  such  periods  as  may  be  chosen  by  the  management. 

It  is  perhaps  well  to  note  that  a  check  upon  the  business  of  a  bank 
is  not  to  be  obtained  completely  by  calling  in  the  pass  books,  as  even  if 
such  a  system  could  be  made  complete,  the  public  cannot  verify  the 
aggregate  of  the  deposits.  Such  verification  is  made  by  publishing  the 
list  of  accounts — ^this  applying  to  assets  as  well  as  to  liabilities.  Although 
this  detailed  statement  was  made  during  one  of  the  busiest  parts  of  the 
year  for  a  savings  bank,  and  a  special  abstract  being  made  of  depositors' 
accounts  (our  regular  abstracts  are  taken  May  and  November),  the 
regular  business  of  the  bank  was  not  interfered  with  to  any  extent,  and 
no  serious  inconvenience  attended  the  getting  out  of  the  statemrnt.  We 
employed  but  two  extra  helpers. 


CHAPTER  XXIII 

THE    DIVIDEND,    ITS    DECLARATION    AND 

COMPUTATION 

Undoubtedly  the  most  important  feature  in  the  manage- 
ment of  a  savings  bank  is  the  dividend;  for  the  strength,  if 
not  the  solvency  of  the  bank  depends  upon  the  amount  of 
interest  which  is  paid  to  depositors.  It  is  the  pivotal  point 
around  which  all  other  operations  revolve.  The  amount  of 
deposits  is  materially  affected  by  the  interest  rate,  and  the 
ratio  of  surplus  to  deposits  depends  quite  as  much  upon  the 
dividend  as  upon  the  earning  power  of  the  bank.  In  the 
placing  of  mortgage  loans  and  in  the  buying  of  bonds,  the 
ultimate  effect  upon  the  dividend  is  a  factor  to  be  consid- 
ered; for  the  question  of  income  closely  follows  that  of 
security.  Not  that  the  savings  bank  man  says  or  should 
say  to  himself,  "I  must  pay  my  depositors  high  interest  and 
must  therefore  earn  high  interest" ;  but,  rather,  "I  want  my 
depositors  to  get  the  highest  rate  compatable  with  safety, 
and  must  therefore  in  justice  to  them  make  their  money  do 
its  full  duty  to  this  end." 

Interest  or  Divtoends? 

Whether  or  no  the  amount  that  is  periodically  credited 
to  depositors  in  red  ink  should  properly  be  called  dividend 
or  interest  is  not  a  vital  matter,  but  of  enough  consequence 
to  merit  consideration.  Interest  has  a  special,  legal  and7 
technical  significance.  It  is  the  "price  paid  for  the  use  of 
money" — an  amount  usually  if  not  always  fixed  and  deter- 
mined in  advance,  either  by  law  or  by  agreement;  or,  as  one 
authority  puts  it,  "The  increase  in  a  debt  due  to  the  lapse 
of  time."  A  dividend  is  something  divided,  and  is  usually 
indeterminate  until  profits  are  estimated  and  the  di\adend  1 
and  its  rate  declared.  ^ 

Savings  banks  do  not,  as  a  rule,  promise  interest  in 
advance;  in  New  York  they  are  forbidden  to  do  so.  The 
rate  is  not  therefore  subject  to  agreement  and  cannot  be 
known  beforehand.     But  the  interest  credited  is  the  dis- 
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tributive  share  of  the  bank's  earning Sj  pro-rated  among 
the  depositors  who  are,  by  the  rules,  entitled  thereto.  Being 
"distributed  earnings"  they  are  therefore  properly  called 
dividends  in  speaking  of  the  aggregate  of  the  interest 
credits. 

The  dividend  is  now  quite  generally  spoken  of  as  in- 
terest. And  since  the  rate  is  not  generally  promised  in 
advance,  dividend  would  seem  the  more  apt  term;  but  con- 
sidering also  that  it  depends  upon  time,  it  is  in  that  respect, 
strictly  speaking,  interest.  The  term  interest-dividend 
would  seem  to  be  the  most  exact.* 

In  a  discussion  in  the  New  York  Legislature  on  this 
subject,  one  Senator  proposed  to  make  a  distinction  be- 
tween the  profits  distributed,  calling  the  semi-annual  dis- 
tribution "interest"  and  the  extra  allowances  at  irregular 
intervals  "dividends" — ^a  distinction  without  a  difference. 
Where  interest  rates  are  promised  in  advance,  it  is  an  agree- 
ment that  probably  could  not  be  enforced  against  a  mutual 
corporation,  such  as  a  trustee  bank,  if  it  should  turn  out 
that  the  agreed  rate  could  not  be  paid  without  entrenching 
upon  the  deposits.  The  trustees  have  no  authority  to  pay 
a  dividend  they  have  not  earned  and  would  be  liable  for  it. 

Depositors  to  Share  Earnings  in  Full. 

The  original  theory  of  the  New  York  Legislature  con- 
cerning dividends  to  be  paid  to  depositors  was,  that  the 
*  entire  profits  of  the  institution  should  be  divided  ratably 
among  them,  and  a  provision  to  this  effect  was  inserted  in 
the  first  charter,  and  has  been  inserted  in  nearly  the  same 
terms  in  every  charter  since  that  time  down  to  this  (1875).* 

In  fact  the  charters  of  most  of  the  early  savings  banks 
in  all  States  contemplated  the  full  sharing  of  the  earnings 
among  the  depositors.  Thus  the  charter  of  the  Savings 
Bank  of  Baltimore  provided  that  after  paying  depositors 
the  agreed  rate  of  interest  (here  the  term  "interest"  is 
probably  correct)  the  entire  profits  should  be  distributed 
every  three  years. 

Provision  is  quite  generally  found  in  the  laws  of  most 
States  for  extra  dividends  as  the  profits  may  warrant. 


*Bolles  Practical  Banking,  pag^  975. 

*Keyes'  Histoiy  of  Savings  Banks,  page  415. 
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The  New  York  provision  for  full  distribution,  ratably, 
was  modified  in  1881,  authorizing  a  differential  rate  of  one 
per  cent,  in  favor  of  deposits  under  $500.  In  1858  it  was 
conceded  to  other  banks  and  made  imperative  on  banks  in 
New  York  and  Kings  County.  There  was  some  question  as 
to  its  application,  and  it  was  practically  inoperative.  In 
fact,  the  whole  subject  of  the  regulation  of  dividends,  ex- 
cept the  general  one  assuring  to  them  the  profits  after  pay- 
ment of  expenses,  has  been  controlled,  in  the  main,  by  the 
views  and  wishes  of  the  trustees  of  each  institution.!  This 
is  the  situation  in  a  great  many  States  to-day.  The  law 
names  no  minimum  surplus,  and  the  dividend  rate  is  con- 
trolled, not  "in  the  main,"  but  absolutely  by  the  views  of  the 
trustees  of  each  institution. 

Interest  Promised  in  Advance. 

The  practice  of  stipulating  the  rate  of  interest  in  ad- 
vance, while  illegal  in  New  York,  is  permitted  in  some 
States;  but  in  many  cases  in  New  York  the  rate  has  been 
uniform  for  so  long  a  time  that  it  is  more  or  less  a  fixed 
quantity.  There  may  also  be  found  cases  where  it  is  actu- 
ally promised  as  far  ahead  as  six  months;  but  be  this  as  it 
may,  the  practice  is  wrong,  even  if  permissible  under  the 
law,  being  contrary  to  the  fundamental  principle  of  savings 
banking.  "There  is  nothing,"  says  Keyes,  "in  the  theory 
of  savings  banks  to  justify  it;  on  the  contrary,  everjiihing 
in  their  theory  and  constitution  is  opposed  to  it." 

A  Differential  Rate. 

Many  banks  are  in  the  habit  of  classifying  their  de- 
positors into  two  classes,  paying  one  a  lesser  rate  than  the 
other.  The  difference  is  usually  one-half  of  one  per  cent. 
Some  make  three  classifications,  and  pay  three,  three  and 
one-half  and  four  per  cent.  The  theory  is  that  the  small 
depositor  will  be  encouraged  thereby,  for  the  higher  rate 
usually  applies  to  deposits  under  $1,000,  although  in  some 
instances  runs  as  high  as  $2,000.  The  rule  usually  is,  the 
higher  rate  up  to  a  certain  sum  and  the  lesser  rate  on  sums 
above. 


t Keyes  page  416. 
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The  usual  result  is  either  withdrawals  of  the  overplus, 
or  a  general  scheming,  by  opening  joint,  trust,  or  fictitious 
name  accounts,  to  get  the  higher  rate,  which  obviously  de- 
feats the  purpose  in  view.  As  Keyes  reminds  us,  if  the 
institution  can  afford  to  pay  a  uniform  rate  it  is  much 
better;  for  to  label  a  $500  depositor  "poor"  and  a  $501 
depositor  a  man  of  "afiluence,"  makes  a  class  distinction — 
again  >vithout  a  material  difference,  and  often  injures  those 
who  need  and  are  justly  entitled  to  as  high  an  income  as  is 
possible. 

Prophetical  Warnings. 

With  a  foresight  quite  remarkable,  Keyes,  in  writing 
his  history  in  1875  seemed  to  look  ahead  forty  years  and 
view  the  present  situation,  especially  in  New  York.  He 
says,  page  428:  "The  insecurity  attending  deposits  of  con- 
siderable amounts,  I  would  provide  against  by  proper  safe- 
guards; and  having  done  that,  the  more  free  for  all  classes 
the  access  is  made  to  savings  banks,  the  greater  will  be  their 
prosperity,  and  the  greater  will  be  the  benefits  they  confer 
upon  those  in  whose  special  interest  they  were  primarily 
instituted.  But  it  by  no  means  follows  that  fhe  trustees 
should  be  left  to  the  exercise  of  an  unlimited  discretion  in 
the  matter  of  dividends.  Whatever  policy  or  practice  in 
regard  to  dixAdends,  as  in  regard  to  anything  else,  is  calcu- 
lated to  impair  the  perfect  security  of  depositors,  or  to 
operate  injuriously  to  the  system,  or  to  work  an  injustice 
to  any  individual  or  class  of  depositors,  should  he  pro- 
hihitedr 

The  difficulty  arises  largely  from  new  banks  attempting 
to  meet  older  banks  in  interest  rates.  In  fact,  it  would 
seem  to  be  a  question,  not  how  much  can  you  afford  to  pay, 
but  how  much  does  your  neighbor  pay? 

In  the  past  many  banks  started  in  to  pay  high  rates  and 
paid  over  so  much  of  their  earnings  that  no  adequate  sur- 
plus could  be  established,  and  therefore  quickly  succumbed 
when  disaster  overtook  them.  The  established  bank  with 
a  surplus  fund  earning  for  the  joint  benefit  of  all  deposit- 
ors, together  with  an  assured  earning  power,  can  more  ac- 
curately gauge  its  income;  but  new  banks  must  work  for  a 
time  in  the  dark;  and  the  more  so  if  the  management  is  not% 
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experienced  in  such  matters.  The  writer  has  seen  the  earn- 
ing sheet  of  a  bank  which  showed  estimated  earnings  that 
were  absolutely  impossible, — and  upon  this  erroneous  com- 
pilation a  dividend  was  declared! 

High  Rates  in  the  Past. 

High  rates  of  interest  prevailed  quite  generally  in  sav- 
ings banks  up  to  about  1880,  often  running  as  high  as  six  <t 
per  cent.,  with  frequent  extra  dividends;  but  this  was  pos- 
sible under  the  high  earning  power  of  money  at  that  time. 
In  fact,  the  charters  of  early  banks  often  named  the 
minimum  rate  to  be  paid,  instead  of  stipulating,  as  is  now 
commonly  the  rule,  the  maximum  rate.  In  1854  a  bank 
was  incorporated  in  Maine  with  the  unique  provision  that 
all  profits  above  six  per  cent,  were  to  go  to  some  charity. 
It  lasted  seven  years! 

As  early  as  1869  the  Maine  Legislature  recognized  the 
importance  of  restricting  dividends,  for  while  realizing  that 
in  theory  all  profits  should  go  to  depositors,  in  practice  it 
is  far  from  wise.  They  therefore  made  provision  that  be- 
fore declaring  dividends,  one-fourth  of  one  per  cent,  of  the 
net  earnings  should  be  set  aside,  as  a  reserve  or  surplus, 
until  the  same  amounted  to  five  per  cent,  of  deposits,  to  be 
kept  intact  to  secure  depositors  against  loss.  The  amount 
was  changed  to  ten  per  cent,  in  1871.  In  Massachusetts 
the  act  of  1884  provided  that  the  entire  income  be  divided 
^mong  depositors,  making  no  provision  for  surplus. 

* 

Provisions  in  the  State  Laws  Regarding  Dividends. 

Before  proceeding  to  prepare  for  a  declaration  of  divi- 
<lend,  let  us  review  briefly  the  provisions  in  the  State  laws 
regarding  this  feature,  to  note  particularly  the  fact  that 
additions  to  surphis  are  quite  commonly  required  in  all 
States.  In  Maine,  one-quarter  of  one  per  cent,  of  the 
average  amount  of  deposits  for  the  previous  six  months 
must  be  set  aside  as  surplus  until  the  same  reaches  ten  per 
cent,  of  the  average  deposits.  Dividends  are  not  to  exceed 
five  per  cent,  yearly.  Extra  dividends  are  required  every 
three  years  to  depositors  of  one,  two  and  three  full  years' 
istanding.  Dividends  are  to  be  voted  on  "y^^"  ^^d  "nay," 
and  may  not  aggregate  a  greater  sum  than  has  actually 
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been  collected  as  earnings.  This  would  exclude  accrued 
interest^  which  is  generally  regarded  as  income  due  but 
uncollected. 

In  Vermont  not  over  one  and  three-fourths  per  cent, 
may  be  paid  semi-annually,  so  that  depositors  may  receive 
as  nearly  as  may  be  all  the  profits  of  the  bank,  less  ex- 
penses, and  reserving  such  amount  as  the  trustees  may  deem 
expedient  as  surplus,  which,  to  the  amount  of  ten  per  cent, 
may  be  accumulated  and  held.  After  a  ten  per  cent,  surplus 
is  established  the  rate  is  optional  with  the  trustees.  As  in 
Maine,  earnings  must  be  actual  and  collected,  not  accrued. 
After  the  ten  per  centw  limit  is  reached,  extra  dividends  are 
provided  for  when  the  amount  of  the  excess  shall  equal  one 
per  cent,  of  the  deposits  for  one  year  next  preceding. 

In  Connecticut,  dividends  are  restricted  to  six  per  cent. 
The  net  income  in  excess  of  one-eighth  of  one  per  cent.  o£ 
the  deposits,  actually  earned  during  the  past  six  months 
may  be  distributed.  Discrimination  may  be  made  between 
deposits  of  $1,000  and  less,  and  those  over  that  sum,  not  to 
exceed  one  per  cent. 

New  Jersey  makes  the  maximum  five  per  cent.  The 
surplus  is  optional  with  the  trustees,  not  to  exceed  fifteen 
per  cent.,  and  discrimination  may  be  made  in  favor  of 
deposits  of  $1,000  or  less. 

In  Indiana,  accrued  interest  may  be  considered  an  earn- 
ing, and  not  less  than  one-half  of  one  per  cent,  of  the 
deposits  must  be  carried  to  surplus,  not  to  exceed,  however, 
three  per  cent.  Special  dividends  are  provided  for,  once  in 
three  years,  provided  the  trustees  shall  not  be  compelled 
to  reduce  the  reserve  below  ten  per  cent,  of  deposits. 

The  law  of  1910  in  Maryland  requires  savings  banks  to 
reserve  one-eighth  of  one  per  cent,  of  the  deposits  as  sur- 
plus until  the  same  shall  equal  three  per  cent.,  and  the 
guaranty  fund  may  never  be  impaired  by  the  payment  of 
dividends.  The  deductions  made  for  premium  account  shall 
be  made  proportionate  to  the  life  of  the  bond  (amortization 
in  other  words) ,  and  in  ascertaining  the  amount  of  guaranty 
fund,  assets  shall  not  be  appraised  above  market  values. 

In  New  York  the  rate  shall  not  exceed  five  per  cent., 
and  the  depositors  are  to  receive  all  profits,  less  expenses, 
and  provision  for  the  amortization  or  gradual  extinction  of 
premiums  or  discounts  on  securities  so  as  to  bring  them  ta 
par  at  maturity.    If  the. guaranty  fund  is  less  than  ten  per 
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cent.,  there  shall  be  set  aside  from  earnings  eight  per  cent, 
in  1917,  nine  per  cent,  in  1918,  and  ten  per  cent,  thereafter,, 
etc^  not  to  exceed  twenty-five  per  cent,  of  deposits,  after 
which  extra  dividends  must  be  declared.  Accounts  closed 
between  dividend  periods  may  receive  the  same  rate  of  inter- 
est as  paid  at  the  last  interest  day. 

In  Massachusetts,  not  less  than  one-eighth,  nor  more 
than  one-quarter  of  one  per  cent,  of  the  amount  of  deposits 
must  be  set  aside  as  guaranty  fund  until  the  same  reaches 
five  per  cent,  of  deposits.  After  deducting  expenses,  taxes 
and  guaranty  fund,  ordinary  dividends  shall  be  declared 
every  six  months,  from  income  earned  and  collected  during 
the  six  months  preceding,  "except  that  there  may  be  ap- 
propriated from  the  earnings  remaining  undivided  after 
declaration  of  the  preceding  dividend  an  amount  sufficient 
to  declare  an  ordinary  dividend  at  a  rate  not  in  excess 
thereof";  but  the  total  dividends  during  any  twelve  months 
shall  not  exceed  the  net  income  of  the  corporation  actually 
collected  during  the  period,  except  with  permission  of  the 
Commissioner  of  Banking.  Deposits  must  remain  three 
months.  When  tlie  guaranty  fund  amounts  to  ten  and  a 
quarter  per  cent,  of  deposits  after  an  ordinary  dividend  is 
declared,  an  extra  dividend  of  one-quarter  of  one  per  cent, 
shall  be  declared  on  all  amounts  which  have  been  on  de- 
posit six  months,  and  one-eighth  of  one  per  cent,  on  deposits 
of  three  months'  standing.  The  guaranty  fund  must  be 
kept  up  to  ten  per  cent. 

The  Dividend  the  Big  Event  of  the  Yeab. 

Coming  as  it  does,  with  the  regularity  of  Fourth  of  July 
and  Christmas,  the  dividend  work  is  one  of  two  of  the 
bookkeeping  events  of  the  savings  bank  year,  the  trial  bal- 
ance being  the  other.  It  probably  entails  more  labor  than 
the  trial  balance,  which  also  comes  with  the  same  regularity 
although  usually  a  month  or  two  earlier.  The  latter  is  now 
a  mechanical  process  largely,  and  resolves  itself  into  press- 
ing the  right  keys  and  pulling  a  handle.  The  drudgery 
that  attended  this  work  when  adding  had  to  be  done  men- 
tally has  been  eliminated,  and  better  posting  and  proving 
methods  have  made  long  himts  through  six  months'  work  to 
find  errors  no  longer  necessary.  There  are  a  great  many 
interest  tables  on  the  market,  each  having  its  points  of 
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merit;  and  it  is  questionable  if  the  tables  are  as  rapid  as 
mental  calculation  after  the  necessary  skill  has  been  acquired 
by  practice.  The  savings  bank  man  should  first  learn  how 
to  figure  interest  quickly  and  accurately  "in  his  head,"  and 
use  the  tables  only  after  becoming  proficient  in  this  line. 
It  is  verv  much  better  to  be  able  to  sit  down  with  a  customer 
and  figure  the  interest  on  a  pad  and  get  it  as  it  appears  on 
the  book  than  to  point  to  an  interest  table  and  say,  "The 
book  savs  so,  and  it  must  be  correct."  The  new  clerk  should 
never  be  allowed  an  interest  table  until  he  can  do  it  with 
ease  and  despatch  without,  leaving  it  to  the  table  to  help 
him  save  time,  when  time  is  valuable.  For  instance,  we 
have  to  find  interest  on  $796  for  six  months  at  three  and 
one-half  per  cent.  We  have  learned  by  experience  that  the 
interest  on  this  amount  is  about  $13.93;  it  will  probably  be 
quicker  for  many  to  find  it  in  a  table,  such  as  Adams'  of 
the  Suffolk  Savings  Bank,  Boston,  than  to  figure  it  out  by 
even  so  short  a  process  as  subtracting  the  interest  on  four 
dollars — seven  cents — from  fourteen  dollars  (interest  on 
$800)  which  leaves  $13.93 — the  correct  amount. 

This  interest  work  must  necessarily  be  crowded  into  a 
few  days  at  best,  since  all  drafts  affect  the  interest  (provid- 
ed they  do  not  come  out  of  a  non-interest-bearing  deposit), 
and  banks  having  five  hundred  drafts  a  day  would  find  it 
no  small  task  to  keep  changes  up  to  date  and  correctly 
made.  And  it  must  be  done  accurately,  for  many  depositors 
are  able  to  make  the  computations  for  themselves,  and  ac- 
curacy is  desirable  just  for  its  own  sake.  Some  banks  even 
go  so  far  as  to  prove  to  an  eighth  of  a  cent,  as  will  be  seen 
in  the  form  and  explanation  of  the  Union  Dime  Savings 
Bank,  New  York,  on  pages  877,  378. 

Estimating  the  Bank^s  Earnings. 

But  before  proceeding  to  figure  a  dividend,  or  to  dis- 
tribute the  amounts  that  draw  interest,  let  us  look  into  the 
board  room  and  secretarj'-'s  office  and  review  the  preliminary 
work. 

In  theory,  as  has  been  said,  the  savings  bank  is  supposed 
to  pay  over  all  its  earnings  to  depositors;  in  practice,  it 
never  does,  and  what  is  more,  should  not.  Good  banking 
demands  that  there  shall  be  a  surplus  fund  established  to 
take  care  of  the  shrinkage  in  bond  values  and  other  losses 
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that  accrue  to  any  financial  concern.  The  recent  agitation 
in  New  York  for  a  lower  rate  of  interest  was,  in  the  last 
analysis,  due  to  the  fact  that  the  banks  have  paid  over  too 
much  of  their  earnings  and  have  not  set  aside  an  adequate 
amount  for  surplus. 

The  expenses  must,  of  course,  first  be  taken  out,  and 
before  any  dividend  can  be  declared^  we  must  first  ascertain* 
how  much  the  bank  has  earned,  and  how  much  (approxi- 
mately) the  dividend  will  be. 

Note  the  term  earned.  Dividends  should  not  be  paid 
out  of  surplus  (past  earnings)  but  current  earnings;  and 
receipts  do  not  necessarily  mean  earnings;  nor  do  all  earn- 
ings appear  in  the  receipts,  however  much  the  legislatures, 
may  stipulate  that  only  actual  receipts  shall  be  used.  And 
in  these  earnings  we  have  accrued  interest.  No  less  author- 
ity than  the  Court  of  Appeals  of  New  York  has  ruled 
(Bank  for  Savings  vs.  Miller,  New  York  Savings  Bank 
Cases,  page  8)  that  interest  accrued  is  an  asset,  and  accrued' 
interest  an  earning.  The  problem,  then,  is  to  determine  as 
accurately  as  can  be  done  a  month  before  the  period  closes, 
just  how  much  the  bank  has  earned  for  its  depositors,  leav- 
ing it  to  the  proper  officers  to  see  that  it  is  collected.  The 
income  on  mortgages,  bonds,  real  estate,  etc.,  can  be  figured 
with  considerable  degree  of  accuracy;  the  only  item  that 
need  be  estimated  in  the  earnings  is  the  interest  on  daily 
balances  for  the  last  month;  while  taxes  and  other  liabilities 
of  the  same  nature  (franchise  tax,  etc.)  may  be  apportioned 
over  the  year  by  monthly  distributions. 

The  Cost  of  Money. 

Experience  teaches  that  a  dividend  at  four  per  cent,  will 
not  figure  at  four  per  cent.,  and  the  "cost  of  money"  to 
the  bank  is  considerably  less.  By  taking  the  last  four  or- 
five  years  as  a  guide  and  dividing  the  principal  into  the  in- 
terest, the  rate  can  be  ascertained  with  enough  accuracy  to- 
answer  the  purpose.*  Thus  in  some  New  York  banks  the 
rate  is  as  high  as  3.88  on  a  four  per  cent,  dividend,  while  in 
others  it  runs  as  low  as  8.60,  depending  upon  the  nature  of 
the  business.  A  large  line  of  inactive  accounts  will  figure 
much  higher  than  a  line  of  active,  since  there  is  little  loss  of 
interest  in  the  former,  and  much  in  the  latter.     In  esti- 

*The  average  amount  on  deposit  during  the  period  should  be  divided  into  the 
interest  paid  and  credited  during  the  period  in  order  to  get  the  rate  with  accuracy.. 
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mating  his  dividend  on  total  deposits  of  $25,000,000,  re- 
cently, a  savings  bank  man  in  New  York  came  within 
four  hundred  dollars  of  the  correct  amount. 

In  making  up  our  earning  sheet,  it  will  not  do  to  turn 
to  income  account,  and  finding  a  credit  balance  of,  say, 
$10,000,  assume  that  this  amount,  together  with  the  unpaid 
interest  past  due,  and  interest  accrued  represents  the  total 
interest  for  the  period.  In  this  account  there  will  be  found 
amounts  that  represent  earnings  for  the  previous  period, 
as,  for  instance,  interest  on  bonds  due  July  1 — all  earned 
prior  to  that  date,  but  paid  on  July  2,  and  therefore  do  not 
belong  in  the  computations  at  all.  These  receipts  will,  of 
course,  appear  in  the  assets  as  cash  on  hand  or  in  bank  or 
otherwise  invested,  but  should  not  be  confused  with  the  true 
earnings  of  the  period  under  review.  More  than  one  bank 
man  has  been  deceiving  himself  as  to  his  earning  power  by 
getting  the  same  item  in  twice,  once  as  collected  and  again 
as  accrued.  Interest  cannot  be  paid,  due  and  accrued  at  the 
«ame  time.  Interest  due  should  be  collected,  that  which  is 
accrued  cannot  be  collected  until  due. 

The  Schedule  of  Eaenings. 

For  the  purpose  of  ascertaining  the  earning  power  of 
the  bank  at  any  given  time,  all  banks  should  keep  a  list  or 
book  of  investments,  classified  as  to  the  rate  of  interest 
thereon;  thus  in  Item  No.  1,  in  the  illustration  on  page  361, 
the  mortgages  are  divided  into  groups  at  six,  five  and  four 
per  cent.  Care  must  be  taken  not  to  include  for  the  full 
time  those  loans  that  are  made  during  the  period,  and  which 
do  not  earn  for  the  full  period.  The  same  is  true  of  bonds. 
( Item  No.  2. )  These  are  also  grouped,  and  interest  figured 
at  gross  income,  leaving  the  amortization  process  to  adjust 
the  amount  to  be  reserved  for  premium  account.  Another 
way  of  arriving  at  the  same  figures,  and  useful  where  the 
mortgage  interest  is  due,  say,  as  of  June  1  and  December 
1,  is  to  ascertain  the  amount  received  during  the  period 
from  income  account,  deducting  that  which  was  earned  in 
a  previous  period,  and  adding  that  which  is  still  unpaid  and 
accrued.  The  overlapping  of  one  month  into  a  previous 
period  makes  this  a  more  complicated  process,  and  the 
better  way  is  to  determine  the  amount  each  investment  or 
group  of  investments  at  a  uniform  rate  has  earned  during 
the  period,  irrespective  of  payments  made. 
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Thk  Blank  Sayings  Bank. 


Schedule  of  Earnings  and  Expenses  for  Six  Months  Ending  Dec.  31^  1917. 
(As  made  for  Board  meeting  December  5.) 

Earnings.  ^tem  No.  1. 

$300^000  Mortgages  at  6% 6  months   $9^000.00 

200^000  Mortgages  at  5% 6  months   5^000.00 

200^000  Mortgages  at  4% 6  months   4^000.00 

20^000  Mortgages  at  6% 5  months   500.00 

80,000  Mortgages  at  6% 4  months   600.00 

50,000  Mortgages  at  6% 2  months  15  days 625.00 

Item  No.  2. 

$400,000  Bonds  at  5     % 6  months    $10,000.00 

600,000  Bonds  at  4     % 6  months     12,000.00 

200,000  Bonds  at  814% 6  months    8,500.00 

80,000  Bonds  at  4     % 8  months  15  days 850.00 

50,000  Bond's  at  4     % 2  months    888.88 


$2,080,000 

Item  No.  8 — Income  from  daily  balances  (as  per  income  acct.) ....     $8,899*28 
Item  No.  4 — December  daily  balances  (estimated)  $120,000  at  8%. .  800.00 

Item  No.  5 — Add  other  items  of  income  (interest  on  mortgages  paid 

off  during  the  period  and  on  bonds  sold,  as  per 
income   account,   but    not   including   any    interest 

listed  above  at  accrued) 756.00 

Item  No.  6 — Other  earnings,  such  as  rents,  received  and  accrued  from 

rent  account    1,200.00 


Total  earnings  from  all  sources $52,068.56 

Charges  against  income — 
Expenses : 

Salaries  for  six  months $5,200.00 

Other  expenses  (5  months)   8,800.00 

Reserve  for  taxes,  etc 1,000.00 

December  expenses,  unpaid  bills   800.00 

$10,800.00 

Amortization  for  six  months   (explained  in  text)    856.89 


$10,656.89 

Applicable  for  dividend 41,406.67 

Dividend  on  $2,100,000  at  8.6O  (sec  text)    87,800.00 

Excess  of  income $8,606.67 

FOUC    98. — SCHEDULE    OF    EA1KIK08    AKD    BXPEK8E8. 
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Items  8  and  4  (interest  on  balances  in  other  banks)  can 
be  obtained  from  income  accomit,  and  the  estimated  interest 
for  the  current  month  added.  Item  5  (interest  on  mort- 
gages paid  at  odd  times,  bonds  sold,  etc.)  must  also  be 
obtained  from  income  account.  This  includes  interest  re- 
cteived  on  mortgages  satisfied  and  bonds  sold  or  matured; 
but  as  above  pointed  out,  that  which  belongs  to  another 
period  should  be  eliminated.  Item  6  (rents  received  and 
due)  explains  itself. 

Against  the  total  earnings,  we  have  as  a  charge,  first, 
the  expenses,  paid  and  to  be  paid;  second,  the  half-year's 
proportion  of  taxes.  State  and  local.  These  must  be  par- 
tially estimated.  Third,  the  amortization  of  the  bond  pre- 
miums, which  is  in  substance  the  amount  chargeable  against 
current  earnings,  so  that  the  premium  on  the  bonds  will  be 
replaced  during  the  life  of  the  issue.  The  process  of  deter- 
mining how  much  this  shall  be  for  each  group  of  bonds  is 
treated  elsewhere;  but  this  is  an  important  matter,  and 
should  have  careful  attention.  If  all  earnings  are  consid-» 
ered  net  earnings,  we  shall  deceive  ourselves  as  to  the  true 
income  of  the  bank,  and  declare  dividends  out  of  principal, 
which  should  be  carefully  guarded  against  in  any  con- 
cern. Banks  are  now  giving  more  attention  than  in  the  past 
to  the  proper  determination  of  the  true  amount  to  set  aside 
for  amortization  purposes. 

Schedule  "J,"  of  the  New  York  Banking  Department 
report,  is  intended  to  show  the  true  earning  power,  of  the 
bank  for  the  year  under  review,  and  embodies  essentially 
the  same  ideas  as  above  set  forth;  the  only  difference  being 
that  the  dividend  is  known  to  a  certainty  when  this  is  made 
up.  Accrued  interest,  however,  plays  a  most  important 
part  in  this  sheet.  But  when  the  New  York  report  is  com- 
plete ( and  it  takes  no  cognizance  of  the  bank's  bookkeeping 
system,  since  it  calls  for  certain  facts  that  must  be  stated 
irrespective  of  how  those  facts  are  obtained)  it  is  like  a  fine 
piece  of  machinery  which  locks  and  interlocks,  one  schedule 
into  the  other,  and  all  into  the  main  sheet,  where  the  pres- 
ent status  of  the  bank  is  revealed.  Having  ascertained 
what  the  bank  has  earned,  what  it  has  cost  to  operate 
it,  and  what  the  bank  will  be  called  upon  to  add  to 
its  deposit  liabilities  if  it  declares  a  certain  rate,  the 
matter  is  presented  to  the  board  of  trustees,  the  ques- 
tion  discussed   pro   and  con,   an  agreement   reached   and 
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a  vote  taken  (in  New  York  and  many  other  States  it 
must  be  by  call  of  the  roll)  after  which  it  becomes  a  liability 
of  the  bank.  The  next  thing  in  order  is  to  figure  interest 
for  each  individual  account,  total  it,  post  to  the  ledgers,  pay 
it  at  the  proper  time,  or  enter  on  the  books  as  presented, 
according  to  the  direction  of  the  depositor. 

Extra  Help  Often  Necessary. 

Having  taken  a  vote  upon  the  question  of  dividend  and 
decided  that  the  bank  will  pay  a  stipulated  rate  of  interest 
''upon  all  sums  entitled  thereto  according  to  the  rules  and 
regulations  of  the  institution,  the  trustees  hand  over 
to  the  accounting  force  the  problem  of  determining  how 
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much  of  the  dividend  each  depositor  is  entitled  to  according 
to  this  mandate.  In  a  brief  period,  not  usually  exceeding 
three  weeks,  each  account  must  be  analyzed  and  separated 
into  its  component  parts;  the  interest  computed  upon  each 
part ;  the  separate  items  aggregated,  proven,  posted,  entered 
upon  depositors'  books  as  presented  (usually  after  a  stated 
time  subsequent  to  the  closing  of  the  period,  as,  for  instance, 
the  third  Monday  in  January  and  July),  and  the  balances 
extended.     In  many  banks  a  trial  balance  is  also  taken. 

In  many  if  not  most  of  the  banks,  the  exact  amount  of 
the  dividend  is  known  on  the  last  day  of  the  semi-annual 
period,  when  the  books  are  closed.  The  postings  may  be 
Diade  later,  but  it  is  quite  necessary  that  the  amount  be 
known  in  order  to  make  the  proper  reports  and  keep  the 
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controlling  accounts  in  perfect  balance.  It  is  plainly  to  be 
seen  that  if  this  work  is  done  by  the  regular  force,  it  means 
considerable  work  overtime,  and  some  banks  employ  extra 
men  for  a  few  weeks  during  this  process. 

Any  good  bookkeeper  can  figure  interest,  especially  at 
four  per  cent.,  and  it  does  not  require  expert  help;  but  the 
distribution  is  more  complicated  and  requires  experience, 
both  with  the  theory  and  with  the  books  themselves.  Where 
extra  help  is  employed,  the  distributing  is  generally  done  by 
the  bookkeepers,  leaving  it  to  the  extra  men  to  make 
computations  and  help  in  posting.  In  fact,  some  banks 
have  sort  of  an  auxiliary  force  upon  which  they  depend, 
these  men  dropping  whatever  positions  they  may  have  at  the 
time  and  taking  the  savings  bank  work  on  account  of  the 
remuneration  that  is  offered  therefor,  usually  about  five 
dollars  per  day  of  eight  hours.  One  bank  in  New  York 
will  not  allow  night  work,  and  arranges  accordingly  in  the 
employment  of  extra  clerks  at  interest  time.  On  the  other 
hand,  the  author  knows  of  a  young  man  in  a  savings  bank 
who  is  able  to  "distribute"  five  thousand  accounts,  compute 
the  interest  at  three  and  one-half  per  cent.,  post,  and  prove 
the  postings,  without  help  of  any  kind  in  a  period  of  three 
weeks,  and  not  work  later  than  five  o'clock,  and  still  keep 
up  with  his  routine  work. 

Knowing  the  rate,  we  proceed  to  distribute  the  dividend 
to  depositors  according  as  they  have  become  entitled  to  it; 
not  a  difficult,  but  a  lengthy  process.  (The  distribution  of 
items  as  to  time  may  be  done  in  advance  of  the  work  of 
computation,  changes  being  made  as  withdrawals  are 
made. ) 

Interest  Rules. 

There  are  two  general  rules  in  force  as  to  interest 
periods:  First,  the  quarterly  method,  by  which  deposits 
begin  to  draw  interest  from  the  first  of  each  quarter,  after 
allowing  the  days  of  grace.  Thus  deposits  made  between 
July  11  and  October  8  will  draw  from  October  1;  those 
made  between  October  8  and  January  10,  from  January  1. 
Second,  the  first-of -each-month  method,  whereby  deposits 
begin  to  draw  interest  from  the  first  of  each  month,  although 
credited  and  paid  as  in  the  quarterly  plan.*     Thus,  in  the 

•The  term  "quarterly  method"  is  sometime*?  used  to  indicate  that  interest  is 
paid  four  times  a  year,  although  credited  but  twice. 
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Flnt  Method — Commoo  denominator  method 

Intereet  at  S  per  cent,  a  year  Xm  equal  to  !4  of  one  per  cent  a  month, 
the  amount  of  Interest  at  S  per  cent.,  at  8H  per  cent  It  will  be  1-6  more. 
Rule:  Point  off  two  placet;  multiply  each  amount  by 
the  numerator  at  indicated  by  the  number  of 
month!  for  which  the  amount  draws  interest ; 
add  theee  amounts  and  divide  by  the  denom- 
inator,   and    the   result   will    be   the   Interest  at 

5  per  cent     Add  1-6  and  the  result  is  the  In- 
terest at   3H    per  cent 

4pplylnv  the  above  rule  in  the  example  above,  we  vet: 

6  X  10.00 60.00 

6x    1.00 8.00 

4  X    1.00 4.00 

8x    1.00 S.OO 

2x    1.00 2.00 

Ix    1.00 1.00 

4|78.00|18.75 
add  1-6.    S.12 

121.87  Interest 

Second  Method — ^Each  month  floured  aepnmtely 

Rule:  Point  off  two  places:  multiply  the  amount  by 
the  fraction  at  the  top  of  column,  which  rives 
the  interest*  at  8  per  cent;  add  1-6,  and  the 
result  is  the  interest  for  the  riven  time  on  that 
amount  Assemble  the  various  months  and 
carry  to  the  interest  column. 
Applying  the  above  rule  In  the  example  riven,  we  ret: 

6-4  X  10.00 15.00 

Add    1-6     2.60 117.50 

8-4  X    1.00 1.25 

Add    1-6     21......     1.46 

4-4  X    1.00 1.00 

Add    1-6     ......a     .16..«...      1.16 

8-4  X    1.00 75 

Add     l-o      .......      . lS. .....         .88 

2-4  X    1.00 50 

Add    1-6     .......      .08. . . . .  •        .58 

1-4  X    1.00 25 

Add    1-6 04......        .29 

121.87  Interest 

FOftM  lOO.'^HOBT  METHODS  OF  COMPUTIirO  IXTIBEflT. 
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monthly  process,  deposits  made  between  July  11  and  Au- 
gust 8  draw  from  August  1. 

In  a  report  of  the  Committee  on  Auditing  of  the  Sav- 
ings Bank  Section,  American  Bankers'  Association,  for 
1908  (proceedings,  p.  24)  the  committee  says:  "The  prac- 
tice of  allowing  interest  semi-annually  is  followed  by  more 
than  eighty  per  cent,  of  the  banks;  a  small  number  pay 
interest  quarterly;  while  a  few  of  the  larger  banks  still 
adhere  to  the  annual  period.  Over  half  the  banks  pay  in- 
terest upon  monthly  balances,  but  most  of  the  large  Eastern 
banks  pay  upon  a  quarterly  basis — ^in  some  the  semi-annual 
balance  is  used  as  the  basis  of  reckoning.  Nearly  three- 
fourths  of  all  the  banks  allow  interest  from  the  first  of  each 
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month  upon  deposits  made  during  the  first  few  days  of  the 
month;  a  few  still  adhere  rigidly  to  the  old  rule  that  in- 
terest commences  on  the  first  of  the  month  following  the 
deposit." 

Monthly  vs.  Quarterly. 

The  advantages  of  paying  interest  from  the  first  of  each 
month  are  very  well  expressed  in  the  following,  taken  from 
the  experiences  of  banks  making  this  a  practice:  Inasmuch 
as  money  begins  to  draw  interest  shortly  after  its  deposit,  it 
encourages  frequent,  regular  deposits.  A  $5,000,000  bank 
states  that  "if  we  were  to  abandon  the  monthly  method,  we 
would  notice  a  marked  falling  off  in  deposits."  Another 
bank  of  the  same  size  reports  that  it  is  "an  important  factor 
in  keeping  up  deposits  during  the  time  between  'quarter 
days.' " 

Under  the  quarterly  rule,  deposits  are  held  back,  and 
other  opportunities  being  afforded  to  spend  or  invest  the 
funds,  the  chances  are  against  the  savings  bank  getting  the 
money.  It  is  not  only  good  business  to  offer  this  as  an 
inducement  to  save,  but  it  is  equitable  to  the  depositor  to 
give  him  the  benefit  of  an  early  investment,  and  a  delay 
of  from  one  to  ten  weeks  before  money  goes  on  interest 
is  most  advantageous  to  the  bank.  It  tends  to  make  the 
business  uniformlv  active  rather  than  crowd  it  into  brief 
quarterly  periods.  The  average  savings  bank  depositor  is 
looking  for  interest,  and  the  bank  that  offers  liberal  yet  safe 
interest  inducements  will  find  in  it  a  strong  advertising 
medium.  A  three  and  one-half  per  cent,  rate  from  monthly 
periods  is  a  stronger  inducement  to  save  than  fouj  per  cent, 
quarterly — its  appeal  is  to  the  regular,  systematic  saver. 

The  disadvantages  of  the  monthly  plan  are,  first,  the 
cost.  It  is  readily  to  be  seen  that  the  less  time  money  is 
idle*  the  greater  the  cost  to  the  bank ;  and  it  is  obvious  that 
with  the  maximiun  time  of  idleness  but  twenty-seven  days 
in  the  monthly,  as  against  two  months  and  twentyf  days  in 
the  quarterly,  the  odds  are  clearly  on  the  side  of  the  quar- 
terly method,  as  viewed  from  inside  the  counter,  and  clearly 
in  favor  of  the  monthly,  when  viewed  from  the  outside.  A 
bank  with  over  a  million  on  deposit  reports  that  in  changing 

•Idle  in  the  sense  that  it  is  not  drawing  interest  for  the  depositor.     In  other 
words,  the  sooner  interest  begins,  the  less  the  profit  to  the  bank. 

tDeposits  made  in  early  April  and  October  would  be  idle  still  longer. 
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from  the  quarterly  to  the  monthly  plan  they  found  the  cost 
to  increase  from  8.85  to  8.36,  on  a  three  and  one-half  per 
cent,  basis,  while  in  another  it  increased  from  .0388  to  .0839. 
Some  banks  hold  that  the  increased  labor  of  bookkeeping 
is  not  offset  by  the  gain  in  deposits,  considering  the  extra 
cost  of  the  money  as  well.  Others  that  it  emanates  from 
a  spirit  of  competition,  and  the  bank  needs  all  the  surplus 
the  small  margin  of  profit  any  method  affords.  And  again: 
A  depositor  will  hesitate  to  draw  his  money  if  he  knows  he 
will  lose  three  months'  interest,  no  matter  how  he  may 
scheme  to  avoid  the  loss. 
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The  monthly  plan  attracts  large  sums  of  temporary 
deposits  that  come  in  for  a  few  months  and  are  withdrawn 
as  soon  as  the  period  closes.  Such  deposits  are  usually  un- 
profitable— it  is  the  lapse  of  interest  that  makes  for  gain  to 
the  bank.  A  large  bank  that  operated  the  monthly  method 
for  many  years  and  then  abandoned  it,  found  that  it  not 
only  increased  the  dividend,  but  required  an  extra  man  four 
and  one-half  days  of  eight  hours  to  compute  the  interest  on 
each  million  of  deposits. 

A  large  savings  bank  in  New  York  says:  "We  follow 
the  quarterly  method  because  we  started   that  way.     It 
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would  cost  about  one-tenth  more  to  pay  from  monthly 
periods.  I  note  that  the  old  depositors,  who  are  really 
the  best  friends  of  the  bank,  are  not  the  ones  to  suffer 
by  the  quarterly  computation,  and  only  the  'small  fry' 
would  benefit,  and  these  cost  more  than  they  are  worth  as 
they  are.  It  astonished  us  to  discover  that  each  transaction 
over  the  counter  cost  the  bank  three  cents  in  stationery  and 
time  on  all  accounts  of  less  than  fifty  dollars  and  are  a 
dead  loss  to  the  bank.  The  cost  need  not  be  reckoned,  but 
the  extra  labor  takes  about  four  times  as  long." 

Another:  "We  do  not  think  it  advisable  for  savings 
banks  to  be  so  anxious  to  obtain  business  as  to  give  the  de- 
positors all  the  profit  there  is  in  taking  care  of  their  money. 
We  think  it  quite  liberal  to  make  interest  payable  quarterly 
and  give  twenty  days'  grace.  We  cannot  see  anything  to 
be  gained  through  the  monthly  idea  and  think  it  unwise." 

A  bank  in  Albany,  N.  Y.,  says :  "The  custom  of  allow- 
ing interest  from  monthly  periods  arose  in  this  city  from  a 
spirit  of  competition." 

Days  of  Grace. 

Savings  banks  quite  generally  allow  days  of  grace  at  the 
beginning  of  the  interest  periods.  These  must  be  carefully 
kept  in  mind  in  making  calculations,  whatever  the  method 
used.  In  order  to  guard  against  errors  in  dates,  and  to 
make  the  distribution  easier,  one  large  bank  changes  the 
color  of  the  ink  on  its  ledger  cards  every  three  months ;  thus 
all  entries  between  July  11  and  October  8  will  be  in  purple; 
October  4  to  January  10,  green,  so  that  a  purple  entry 
means  three  months*  interest.  There  are  two  good  reasons 
for  this  leniency;  first,  to  allow  depositors  time  to  arrange 
their  affairs  and  take  advantage  of  the  beginning  of  a 
period;  and,  second,  to  avoid  the  crowds  that  would  be  im- 
possible to  handle  if  the  work  was  crowded  into  one  or  two 
days. 

In  New  York,  where  ten  days  (legally  the  first  ten 
business  days  beginning  a  semi-annual  period,  and  three 
business  days  beginning  any  other  month)  are  allowed,  the 
crowds  on  the  last  days  often  look  and  act  like  a  real  bank 
run*  In  one  instance  the  line  was  over  two  blocks  long 
when  the  doors  were  closed  at  three  o'clock. 

The  provision  for  days  of  grace  is  not  found  in  all  the 
State  laws,  but  is  quite  common,  nevertheless.     The  New 
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York  law  not  only  allows  days  of  grace  at  the  beginning 
of  a  period,  but  also  at  the  end  of  a  quarterly  or  semi-annual 
peri4  the  banks  being  permitted 'to  pay>te,«t  for  the 
full  time  if  the  deposit  remains  up  to  \\ithin  three  days  of 
the  closing  of  the  period.  Minnesota  allows  the  same, 
except  the  time  is  extended  to  five  days  at  the  beginning 
of  any  month.  Vermont  allows  ten  days  at  semi-annual 
periods  and  five  days  in  other  months,  but  says  nothing 
about  days  of  grace  at  the  end  of  a  period.  New  Jersey 
allows  three  days  at  the  beginning  of  every  month  and  ten 
days  semi-annually.  Indiana  ten  days,  January,  April, 
July  and  October.  Massachusetts,  but  three  days  quarterly 
or  semi-annually. 

In  distributing  for  interest,  care  must,  of  course,  be 
taken  to  allow  these  days  of  grace,  and  where  interest  is  paid 
from  the  first  of  each  month,  the  deposit  dates  must  be  care- 
fully watched.  Likewise  if  computations  are  made  direct 
from  the  cards  or  ledger  accounts.  It  is  obvious  that  to 
figure  correctly  either  way,  the  distribution  must  be  made, 
the  difference  being  largely  in  the  fact  that  in  one  case  it  is 
set  down  as  a  permanent  record,  while  in  the  other  it  is  not. 
Where  the  items  are  listed  on  sheets,  the  trial  balance 
quite  generally  forms  the  basis  for  this  work,  and  is  taken 
on  the  same  sheet. 

But  before  discussing  the  technical  side  of  interest  calcu- 
lations, let  us  go  over  the  groundwork  that  precedes  the 
actual  computation  of  interest,  i.  e.j  the  distribution  of  the 
deposit  balances  for  the  time  which  they  draw  interest.  As 
a  general  statement,  there  are  two  ways  in  which  the  interest 
is  computed  in  savings  banks;  first,  directly  on  the 
ledgers  or  cards,  being  posted  at  the  time,  generally  in 
pencil,  somewhere  on  the  account,  but  not  necessarily  in  its 
permanent  place.  After  the  work  has  been  checked  by  an- 
other clerk,  it  is  posted  in  ink,  quite  universally  red.  After 
the  work  is  all  computed,  it  is  listed  on  the  adding  machine 
and  again  checked  back.  The  second  method  is  to  "dis- 
tribute" the  account  in  another  book,  forms  of  which  are 
herewith  given,  and  the  interest  is  figured  on  these  dis- 
tribution sheets,  and  proven  to  be  correct,  so  that  going  over 
the  second  time  is  unnecessary.  The  only  work  that  needs 
verification  is  the  distribution,  to  see  that  an  item  is  prop- 
erly listed  for  the  time  which,  according  to  the  rules,  it 
draws  interest.     Where  interest  is  paid  from  the  first  of 


THE  DIVIDEND  871 

each  month,  as  elsewhere  noted,  it  is  a  more  complicated 
process,  and  to  properly  distribute  the  work  requires  more 
time  and  labor  than  to  figure  it. 

DiSTEIBUTING  AN  ACCOUNT  FOR  INTEREST. 

The  savings  bank  employee  who  would  become  pro- 
ficient in  figuring  interest  must  first  learn  to  distribute  the 
items  rapidly  and  correctly.  This  is  a  matter  of  practice, 
and  once  the  "trick"  is  acquired  it  becomes  almost  a  matter 
of  intuition.  A  few  suggestions  will,  however,  be  timely. 
In  the  first  place  the  balance  ledger  fulfills  its  mission  most 
admirably  in  connection  with  this  work.  As  desirable  as  it 
is  to  have  the  balance  always  extended  for  the  sake  of  com- 
parison and  in  taking  trial  balances,  its  value  in  distribution 
for  interest  calculations  would  make  it  worthy  of  a  place 
in  every  bank.  In  fact,  after  having  used  the  old  style 
ledger  with  debit  and  credit  sides  and  balances  jotted  down 
somewhere  in  pencil,  and  then  adopting  the  balance  ledger, 
one  wonders  how  he  ever  managed  to  get  along  without  this 
most  efficient  system. 

The  usual  rule  and  equitable  is  that  the  last  draft  shall 
come  out  of  the  last  deposit.  In  Massachusetts  this  is  com- 
pulsory. (Sec.  64.)  To  take  the  last  draft  out  of  the  first 
deposit,  or  the  first  for  the  period,  as  a  few  banks  do,  is 
hardly  just  to  the  depositor  and  entails  a  vast  amount  of 
extra  work  in  distributing.  A  general  rule,  applicable 
whether  the  bank  pays  interest  from  the  first  of  each  month 
or  from  the  first  of  each  quarter  is  as  follows: 

Find  the  lowest  balance.  If  it  is  less  than  the  balance 
at  the  beginning  of  the  period^  it  draws  for  six  months. 
From  this  point  work  up  to  the  close  of  the  period  (last  day 
for  which  interest  is  paid). 

It  is  obvious  that  if  a  depositor  has  less  in  the  bank 
to-day  than  he  had  six  months  ago,  he  must  have  withdrawn 
all  the  deposits  made  in  the  interim,  and  part  of  the  balance 
at  the  beginning  of  the  period,  and  present  balance  re- 
mained undisturbed  for  the  full  time. 

On  an  active  account  that  draws  from  the  first  of  each 
month,  the  distribution  takes  a  little  longer;  for  having 
found  the  balance  that  remained  undisturbed  for  the  full 
time,  the  net  amount  that  is  entitled  to  five,  four,  three,  two, 
and  one  month's  interest  respectively,  must  also  be  found. 
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Referring  to  page  373,  which  is  reproduced  in  type  for 
the  sake  of  ready  reference  in  this  connection,  it  will  be 
found  that  by  running  over  the  balances  no  amount  lesa 
than  $100  is  found,  indicating  that  the  first  $100  remained 
undisturbed  for  the  full  time.  To  distribute  this  for  month- 
ly periods,  allowing  up  to  the  third  of  each  month,  we  have 
the  following  figures:  January  deposits,  $40  less  $15 — $25 
for  five  months;  February  deposits  (including  Mareh  8), 
$60,  less  March  15  draft,  $25— $35  for  four  months;  March 
18,  $10,  and  April  8,  $25,  draw  for  three  months— $85; 
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May  18  draft  of  $10  comes  out  of  April  15,  April  29,  May 
1  deposits — $45  less  $10,  making  $85  for  two  months.  The 
$45  draft  on  June  18  takes  the  $20  of  May  29  and  $25  of 
June  10,  therefore  nothing  for  one  month.  We  have  there- 
fore the  distribution  for  this  account  as  shown  on  page  372. 
The  sum  of  the  several  amounts  equals  $230,  the  interest 
balance,  proving  that  we  have  accounted  for  all  the  money 
in  the  account. 

Rules  for  Distributing  Accounts. 

(Accounts  standing  six  months  or  longer.) 

Rule  1.     If  no  transactions  have  been  made  on  thc^ 
account,  the  whole  amount  draws  interest  for  six  months. 
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Date 

Deposits 

Drafts 

Balanob 

1911 

Jan.   1 

100 

•  a 

•  • 

Jan.   6 

10 

•  • 

no 

Jan.   9 

20 

130 

Jan.  25 

10 

140 

Jan.  31 

■  • 

is 

125 

Feb.  .  15 

25 

i 

150 

Feb.  26 

15 

165 

Mch.  3 

20 

1 

185 

Mch.  15 

•  • 

i  2^ 

160 

Mch.  18 

10 

1  .  • 

170 

Apr.   8 

25 

i  •• 

195 

Apr.  15 

10 

1  .. 

1 

205 

Apr.  29 

20 

1 

1    •  • 

225 

May   1 

15 

•  • 

240 

May  18 

•  a 

10 

230 

May  29 

20 

•  • 

250 

June  10 

25 

•  • 

275 

June  18 

•  • 

45 

280 
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INTEREST  COMPUTATION.     (See  page  377.) 


Rule  2.  If  the  present  balance  is  smaller  than  the  bal- 
ance at  the  beginning  of  the  interest  period  (July  10  and 
January  10,  where  ten  days'  grace  is  allowed)  the  lesser 
balance  draws  interest  for  six  months. 

Rule  8.  (Quarterly)  Find  the  balance  at  the  close  of 
the  days  of  grace  (July  10),  If  no  drafts  have  been  made 
on  the  account  this  amount  will  draw  for  six  months,  and 
the  diflFerence  between  this  amount  and  the  balance  at  the 
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close  of  the  period  (October  8)  will  draw  for  three  months. 

Rule  4.  (Active  account)  Find  the  lowest  balance. 
This  usually  draws  for  six  months.  If  subsequent  deposits 
have  been  made  the  difference  between  this  amount  and  the 
balance  at  the  close  of  the  period  draws  for  three  months. 
(The  days  of  grace  must  always  be  kept  in  mind  when  dis- 
tributing, and  the  change  in  color  of  ink  referred  to  in  text 
is  a  most  helpful  idea  in  this  respect.) 

For  monthly  interest  apply  Rule  8,  as  of  August 
S  and  July  10.  Thus,  if  the  balance  on  August  8  is  $510, 
and  the  July  10  balance  is  $475,  it  indicates  that  thirty-five 
dollars  has  been  the  net  deposit  during  July,  subject^  how- 
£Ver,  to  subsequent  withdrawals  that  might  eliminate  it. 

Figuring  the  Interest. 

To  become  adept  at  figuring  savings  bank  interest 
merely  requires  an  alert  mind,  concentration  and  practice. 
In  fact,  it  becomes  possible  by  choosing  a  method  that  will 
vrork  to  that  end,  to  become  so  familiar  with  a  great 
number  of  amounts  that  draw  interest  that  it  becomes 
merely  a  matter  of  memory.  Even  with  an  odd  rate 
such  as  three  and  one-half  per  cent,  on  deposits  drawing 
interest  from  the  first  of  the  month  following  the  deposit, 
it  is  possible  after  years  of  training  to  set  down  instantly 
the  interest  on  any  amount  from  one  dollar  to  three  thou- 
sand, either  for  six  months  or  three  months,  and  also  to 
know  from  memory  a  large  number  of  interest  amounts  for 
the  odd  months,  five,  four,  two  and  one. 

By  making  combinations,  it  is  possible  to  figure  the  in- 
terest on  such  an  amount  as  $787  for  six  months  by  two 
mental  calculations,  thus:  Interest  on  $800  for  six  months 
at  three  and  one-half  per  cent,  (from  memory)  is  fourteen 
dollars;  interest  on  thirteen  dollars  for  the  same  time  is 
(also  from  memory)  twenty- two  cents.  The  result  is  there- 
fore $18.78,  within  a  half  cent.  And  so  all  sorts  of  com- 
binations will  readily  suggest  themselves,  after  doing  this 
work  long  enough  to  become  somewhat  of  an  expert.  We 
might  take  an  odd  amount,  like  $1,761,  which  does  not 
readily  divide  itself  into  two  known  quantities,  and  make 
three  calculations,  thus: 
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$1,600  (which  we  know)    $28.00 

160   (likewise  known)    2.80 

1     02 

Result    $S0.82 

By  such  processes  it  becomes  possible  to  figure  the 
interest  as  distributed  in  Form  101  as  fast  as  one  can  write 
the  amounts  down;  the  work  in  Form.  104  takes  longer  on 
account  of  the  odd  months. 

In  figuring  interest  at  three  and  one-half  per  cent,  for 
quarterly  periods,  the  quickest  method  is  to  apply  the  four 
per  cent,  rule;  i.  e.,  four  per  cent,  yearly  equals  two  per 
cent,  for  six  months  and  one  per  cent,  for  three  months. 
Therefore  for  interest  at  three  and  one-half  per  cent,  for  six 
months,  point  oflF  two  places,  multiply  by  two  and  deduct 
one-eighth;  for  interest  at  three  and  one-half  per  cent,  for 
three  months,  point  off  two  places,  multiply  by  one  and 
deduct  one-eighth.  Thus,  required  the  interest  on  $546  for 
six  months: 

5A6 
X        2 


10.92 
less  Vs     1.S7 


Result  $9*^^  as  in  the  next  example. 

Another  method  is  as  follows:  Interest  at  three  and 
one-half  per  cent,  a  year  is  equal  to  one  and  three-quarters 
per  cent,  for  six  months;  or  one,  plus  one-half,  plus  one- 
half  of  a  half.  For  three  months,  either  take  the  amount 
and  figure  for  six  months  and  divide  by  two,  or  divide  by 
two  and  figure  for  six  months. 

Required :  Interest  on  $546  for  six  months  at  three  and 
one-half  per  cent. 

Interest  on  $546  at  1  per  cent,  is $5.46     (   1%) 

One-half  the  above  will  be  one-half  per  cent 2.7S     (Mj%) 

One-half  of  one-half,  or  one-quarter  per  cent  is 1.S65   (^,4%) 

Correct  interest    $9555(1%%) 

Required:  Interest  on  $546  for  three  months  at  three 
and  one-half  per  cent. 
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Divide  $546  by  two  thus  obtaining  $273,  and  proceed  as 
for  six  months : 

$2.73 
1.365 
.683 


$4,778 


Use  of  the  above  rule  will  quickly  train  a  man  to  make 
most  of  the  calculations  mentally:  Thus,  interest  on  $40 
is  merely  40+20+ 10=.70. 

Interest  Methods  in  Use. 

In  the  Hudson  City  Savings  Sank  of  Hudson,  N.  Y., 
the  interest  is  figured  on  the  "interest  book"  which  has  the 
amounts  distributed  for  the  several  months  (this  bank  pays 
from  the  first  of  each  month)  and  is  not  posted  to  the 
ledgers  until  after  the  first  days  of  January  and  July,  refer- 
ence being  had  to  the  interest  book  in  entering  the  interest 
on  pass  books. 

Interest  is  posted  direct  from  this  book  to  the  ledgers  as 
soon  after  the  first  of  January  and  July  as  possible,  after 
which  extensions  are  made  in  the  proper  column  of  the  total 
of  principal  and  interest,  each  page  of  which  is  proved  by 
comparing  the  footing  with  the  sum  of  the  principal  colimin 
and  interest  column. 

During  the  current  six  months  entries  are  made  in  the 
next  two  columns  of  the  transactions  on  each  of  these  ac- 
counts, and  at  the  end  of  the  six  months'  period  the  last 
column  "Balance  of  Account"  will  be  the  amount  of  the 
first  column  in  the  new  interest  book.  The  first  column  is 
copied  from  the  last  column  of  the  previous  book,  and  is 
then  compared  with  the  ledgers  by  calling  back,  so  that  if 
there  should  be  a  wrong  amount  entered  in  the  first  coliunn 
a  double  error  would  have  to  be  made  not  to  find  it.  Each 
ledger  is  balanced  separately.  (Cards  are  now  used  in  the 
same  manner.) 

The  Utica  (N.  Y.)  Savings  Bank  figures  its  interest 
unon  ledgers  and  enters  the  amount  in  lead  pencil,  after 
which  it  is  drawn  off  and  totaled  and  proven,  after  which 
it  is  entered  in  ink.  Likewise  in  the  Holyoke  Savings 
Bank,    Massachusetts;    Mariners    Sa^nfrs   Bank   of   New 
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czyT.    (See  page  383  tor  explanation.) 

London,  Conn.;  Saugerties  Savings  Bank,  New  York,  and 
many  others. 

The  use  of  the  interest  book  in  a  form  similar  to  that 
of  the  Hudson  City  Savings  Institution  is  practiced  every- 
where, and  in  some  of  the  largest  banks.  As  between  the 
two  systems,  figuring  direct  on  the  ledgers  or  cards  and 


Tho  trial  lolwee  okeAt  on  tho  oppoait«  p*cb  li  a  i 
horlxontal  forci  of  All  the  tranaactionH  for  the  half  yav  on  about 
bo  accounta  bringing  out  the  balances  on  the  next  day  foilowlne  Uitt 
last  day  of  Grace.  It  prores  line  by  11ns,  taklnc  into  account  tfa* 
balanoe   of  vaoh  account  six  nonths  earllert   In  the  proYloua  book. 

For  exanqiXe  aooount  Ho.  394|7Ca  ; 

Balance  July  1,  1910,    (previous  book)       440.74 
Deposlta  for  six  monUia   (90  +  70)  ifiO.OO 

InteroBt  7.52 

606.26 
Uinufl  drafta  (10  +90+70)  170.00 

Final  balanca   (43S  +  26)  43S.26 


Tbe  aggregate  proof  at  the  foot  on  the  left  hand  side  proceed* 
on  the  Bane  principle  after  adjusting  the  fractions  of  Interest.      Ths 
rate  was  3  1/2%  and  this  results  in  fractions,   which  are  exprast    in 
eighths,    either  jilus  or  ninus,    the  latter  being  encircled.     The 
Interest   on  the  first  balanoe   {%t)  la  10  x/z  or  10  4^  cents.     m« 
actual  credit  la  lO  centSi    the  4/^  is  placed  in  the  norgin  as  e*^n 
to  the  bank.     In  the  next  open  account,    394,550,    the  true  interest 
la  IS  tfy  cents,    or  rather  16  oents  ninus  zfy,    since  the  nearest 
cent  Is  16.     It  is  written  16>  minus  2>8.     At  tbe  botton  of  the 
colvnn  we  have: 
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16 
Difference        22  or  S  cents  6/^,  gain 
The  aggregate  interest  la 


%    544  at  7/M 
144TB  "  1  3/4;e 


1.94  iA 
2  JA 


less  eboTB  gain 

Aotual  credit  268.92,  which  Agrees  with  the  sm 

of  the  o«l\^. 

Ws  then  hare  ths  following  proof: 


-  drafts  (1620  ♦   290  *  466.02    )  2,396.02 

Principal,  excl.  dividend 

(623.46  +   644  +  14476)  16,742.46  . 

Plus  Interest  -  dividend  256.92 

Total  which  should  appear         16,001.38 

Sua  of  actual  balances  16,001.56 

the  coliana  for  deposits  and  drafts  are  subdivided  into 
three,  ucordlng  to  the  effect  upon  the  next  dividend  of  interest* 
6  BiOnthB  thre«  months  and  *no  interest*,  the  bku  subdivisions 
being  observed  in  the  dally  work.  On  January  11th,  there  is  no 
three  monthe  mO-nay,  and  the  subdivisions  are  6,0.  The  *0'  mounts 
ars:  lit,  ill  cents  2nd,  anounts  lesa  than  (S.  ;  3d,  excesses 
over  |5,ooo,  tlM  legal  naxiwc 
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checking  by  another  clerk,  or  computing  on  ruled  sheets 
and  posting  to  ledger  and  checking  back,  is  a  matter  of 
choice.  There  is  doubtless  merit  in  both  systems.  The  add- 
ing machine  comes  into  play  admirably  in  the  former,  while 
in  the  latter,  to  list  by  machine  simply  for  the  sake  of 
saving  the  brainwork  of  footing  the  columns  is  a  waste  of 
time,  since  it  can  be  footed  quicker  without  the  machine, 
for  this  requires  listing  as  well.  And  yet  some  men,  to 
avoid  the  mental  strain  of  adding,  would  waste  their  time 
running  the  items  off  on  the  machine. 

In  one  of  the  large  banks  in  New  York  State  the  inter- 
est is  figured  by  one  man  and  posted  in  lead  pencil  in  a 
column  provided  for  this  purpose.  The  computations  are 
j)roven  by  another  man, — all  the  work  being  done  before  the 
close  of  the  interest  period.  Immediately  after  the  close 
of  business  on  the  last  day,  the  whole  force  begins  to  enter 
the  amounts,  indicated  in  pencil,  in  ink  in  the  proper  places, 
extending  the  balances  at  the  same  time.  As  soon  as  his 
ledger  is  finished  the  clerk  runs  off  the  interest  amounts  on 
adding-machine  and  checks  back.  A  trial  balance  of  the 
ledger  is  then  taken,  which,  of  course,  must  prove  with  the 
group  account  of  this  ledger.  Record  is  kept  of  the  prog- 
ress of  each  ledger,  viz.:  "Interest  entered,"  "postings  ex- 
tended," "called  back,"  "balanced."  No  extermons  are 
made  in  the  daily  postings  until  the  ledgers  are  in  balance, 
when  the  extensions  are  made  to  date. 

With  nineteen  ledgers  and  over  fifty  thousand  accounts, 
with  a  force  of  about  fifteen,  this  work  is  accomplished  in 
about  three  strenuous  weeks. 
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CHAPTER  XKIV 

MORTGAGE  LOANS  AND  REALTY  VALUES 

A  mortgage  has  been  termed  "a  conditional  deed,"  and 
to  "mortgage"  real  property  is  to  "grant  or  make  over"  the 
same  as  security  for  the  performance  of  some  condition, 
usually  the  payment  of  money,  with  the  stipulation  that  the 
conveyance  is  to  become  void  upon  the  performance  of  the 
condition.  In  law,  a  mortgage  is  an  estate  in  land  created 
by  conveyance  coupled  with  a  condition  in  the  mortgage  by 
the  performance  of  which  the  principal  deed  is  rendered 
void  and  the  estate  therein  granted  is  defeated;  or,  in  other 
words,  a  lien  upon  land  or  other  property  as  security  for 
the  performance  of  some  obligation,  to  become  void  on  such 
performance. 

It  is  upon  such  pledge  of  security  that  the  greater  part 
of  the  funds  of  savings  banks  is  loaned,  especially  in  the 
case  of  mutual  savings  banks.  The  laws  of  all  States  per- 
mit such  loans,  and  even  encourage  them;  for  w^hile  they 
are  a  slow  asset,  they  are  at  the  same  time,  if  made  with 
care  and  conserv^atism,  of  the  highest  order  of  excellence. 
According  to  the  3916  report  of  the  Comptroller  of  the  Cur- 
rency, the  mortgage  loans  of  the  mutual  savings  banks  of 
this  country  amounted  to  $2,221,426,717.93.  In  the  State 
of  New  York  alone  such  loans  aggregate  over  a  billion  dol- 
lars. 

Realty  Values  the  Basis  of  Mortgage  Loans. 

In  order  to  make  a  mortgage  loan  with  safety  and  eon- 
serv^atism,  the  only  requirements  are  that  the  property  shall 
be  conservatively  valued  and  carefully  watched;  for  hav- 
ing determined  the  value,  the  quality  of  the  loan  quickly 
manifests  itself.  But  this  is  saying  a  great  deal  in  a  few 
words.  What  is  the  property  worth?  And  to  detennine 
this  is  to  be  a  good  real  estate  man,  and  good  real  estate 
men  are  made  and  not  born.  There  are  so  many  elements 
to  consider  in  properly  valuing  real  estate  that  it  soon  be- 
comes a  complex  subject  and  worthy  of  life  study.     The 
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idea  that  anyone  who  fails  in  other  callings  can  take  up 
such  work  and  make  a  success  is  untrue;  for  while  it  is  ad- 
mitted that  a  great  many  men  have  acted  as  if  this  were 
true,  they  have  found  to  their  sorrow  that  real  estate  de- 
mands as  keen  a  mind  as  any  other  profession,  and  like  all 
other  professions,  has  something  to  teach  even  the  oldest. 

In  small  places  where  the  economic  conditions  are  not 
subject  to  sudden  changes,  and  where  property  values  are 
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relatively  stable,  it  is  not  a  difficult  matter  to  determine  the 
value  of  realty.  In  such  places  sales  are  infrequent;  neigh- 
borhoods do  not  change  their  character  suddenly;  trans- 
portation facilities  are  not  in  a  state  of  constant  develop- 
ment, and  none  of  the  conditions  that  surround  property  in 
large  cities  are  present  to  influence  values.  In  valuing 
farm  property  it  becomes  a  matter  of  soil,  crops,  buildings, 
location,  nearness  to  markets,  etCa  But  even  here,  outside 
influences  are  at  work  to  enhance  or  diminish  the  value  of 
the  property,  and  farm  values  are  a  study  in  themselves. 
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The  coming  of  a  railroad  or  other  large  industry  ^411  in- 
crease values;  the  closing  of  a  large  industry  will  depress 
them.  Even  so  small  a  matter  as  the  advent  of  a  live  and 
ten  cent  store  has  been  known  to  change  the  shopping  cen- 
ter of  a  town  of  25,000  inhabitants.  In  such  places  it  is  not 
difficult  to  watch  the  realty  market  and  guide  one's  self 
accordingly;  but  in  large  cities  like  New  York,  realty  in- 
vestments become  a  fine  science,  and  must  be  viewed  as 
such. 

The   Appraiser. 

One  of  the  fundamental  principles  of  the  savings  bank 
is  that  it  shall  be  a  neighborhood  affair;  that  is,  each  bank 
shall  have  its  field  to  cultivate,  and  ft  is  not  only  supposed 
to  cultivate  the  field  thoroughly  in  the  way  of  reaching  out 
for  deposits,  but  at  the  same  time  it  is  supposed  to  favor 
local  people  in  the  matter  of  mortgage  loans.  To  this  end 
the  trustees  are  presumed  to  know  values  in  their  neighbor- 
hood, and  in  making  loans  the  bank  often  falls  back  upon 
this  knowledge;  but  in  large  cities,  savings  banks  lose  their 
neighborly  aspect  and  cover  such  a  wide  field  that  to  keep 
track  of  values  merely  by  casual  observation  is  impossible. 
It  therefore  becomes  necessary  to  employ  a  man  who  is  a 
real  estate  expert,  and  many  banks  have  such  an  officer, 
either  an  official  of  the  bank  or  one  employed  as  occasion 
arises,  whose  business  it  is  to  value  property.  The  law  in 
a  great  many  States  requires  that  mortgage  loans  shall  only 
be  made  after  the  premises  have  been  examined  by  a  com- 
mittee of  trustees,  usually  three,  upon  whose  valuation  and 
report  the  loan  is  made.  But  in  cases  where  an  appraiser 
is  employed,  the  committee  accept  his  valuation  and  act 
accordingly.  And  when  loans  aggregating  millions  are 
made  upon  the  judgment  of  one  man,  his  importance  at 
once  becomes  manifest.  This  man  must  not  only  know 
how  to  value  property,  but  must  keep  track  in  a  scientific 
way  of  the  changes  in  ownership,  prices  paid,  leases,  rentals, 
sales  in  the  neighborhood,  assessed  valuation,  etc. 

Real  Estate  Has  No  "Market.^^ 

Strictly  speaking,  there  is  no  "market"  for  real  estate, 
in  the  sense  in  which  the  term  market  is  used  in  ,connection 
with  stocks  and  bonds;  for  only  in  very  large  cities  is  it 
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^o.  of  Loan 


THE  BOWERY  SAVINGS  BANK. 


J^cw  York 


MR.  CHARLES  S.  BROWJ^, 


/AioSL 


Please  appraise  the  following  described  property,  viz: 


Location  ^^/^^jf^^. 

Dimensions:.      Land 

Description  of  Building, 

Am't  of  Mortgage,,  $  ^O  p  <?  o       Held  by 

Title  insured  bij ^^    ^^  iT  .  ^  ,  -v2^ 

Bond  given  by Cfe'r ^ ^^ vK^^^^^^'"^'^ 

Address  of  Bondsman^./ J^^^^ v! /^r^ 


X.  /  <>  O Building ^P  T^^P 


•  *  •  •  ' 


^^•>\ 


Appraised  Value. 

Land,         iJ^?  P. .,  ®  9...  ^ ^ 

Building,  t ^^^r.o.o..o 


Total, 


t     /:^0  ,  P  p    o 


.     Mpphaiier 


/>a#e  r;^^^^^^_  A^  /r. 
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possible  to  sell  a  property  quickly.  Each  property  stands 
by  itself  as  a  unit ;  while  the  bond  or  stock  is  one  of  a  series 
of  like  issues  and  the  value  of  one  affects  the  value  of 
others,  and  it  is  readily  to  be  seen  that  except  in  rows  of 
"flats"  or  two-family  houses,  no  two  are  alike,  and  even 
these  are  generally  altered  for  the  sake  of  pleasing  the 
varied  tastes  of  prospective  buyers^  Therefore  the  value 
of  real  estate  must  rest  upon  two  factors:  opinion  and  cap- 
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italized  rentals.  The  term  opinion  includes  the  judgment 
of  the  appraiser  as  to  its  condition,  desirability,  adaptability, 
cost  to  reproduce,  possibilities  of  increase  or  decrease  in 
value,  etc.  The  term  capitalized  rent  means  what  the  prop- 
erty will  show  as  an  investment.  Some  men  are  of  opinion 
that  the  latter  should  govern  to  a  large  extent,  while  others 
hold  that  rental  income  is  but  an  indicator  of  value  and  not 
a  sure  guide. 

In  order  to  express  an  opinion  as  to  the  value  of  prop- 
erty, the  appraiser  must  have  accurate  knowledge  of  past 
sales,  rental  values  in  the  neighborhood,  cost  of  construction, 
etc.  Frequently  the  consideration  is  nominal,  for  obvious 
reasons,  and  the  appraiser  must  fall  back  upon  other  re- 
sources than  public  records  for  his  basis  of  value.  There 
are  many  properties  in  New  York  where  the  land  value  is 
greater  than  the  value  of  the  building  with  the  land  as  it 
stands — meaning  to  say,  the  value  of  the  building  has 
passed  into  the  land  and  it  will  become  profitable  to  tear 
down  the  building  in  order  to  have  the  plot  vacant  again 
for  building  purposes.  The  modern  and  well-preserv^ed 
twelve-story  building  at  Xassau  and  Wall  Streets,  Xew 
York,  was  recently  torn  down  to  make  way  for  the  Bankers 
Trust  Company's  building.  Knowledge  of  the  conditions 
which  bring  such  changes  about  is  essential  in  passing  upon 
the  value  of  property  subject  to  such  influences. 

Sai^s. 

The  value  of  anything  which  can  be  reproduced  indefi- 
nitely can  never  long  exceed  the  cost  of  reproduction.  I^and, 
however,  has  a  monopoly  or  scarcity  value;  it  depends  upon 
the  suj)ply  and  demand ;  the  supply  cannot  be  increased  and 
the  demand  is  a  changing  factor. 

In  considering  the  value  of  a  manufactured  article,  we 
know  for  a  certainty  that  it  can  be  reproduced  at  some 
price,  except  in  the  case  of  old  paintings  and  antiques, 
which,  of  course,  are  limited  in  their  supply;  but  in  valuing 
land  one  is  confined  to  an  inquirj^  as  to  what  other  people 
think  it  is  worth  and  what  they  are  %villing  to  pay  for  it. 
Each  particular  sale  is  merely  an  e%4dence  of  what  the 
buyer  thinks  the  land  is  worth.  He  may  have  some  good 
reason  for  paying  a  particular  price,  and  this,  of  course, 
must  be  known  in  order  to  correctly  judge  whether  his 
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opinion  is  true  or  not.  A  man  who  is  pressed  for  money 
and  sells  under  necessity  has,  no  doubt,  measured  the  price 
of  his  property  by  his  necessity;  on  the  other  hand,  if  he 
needs  a  particular  site  for  a  particular  purpose,  as,  for 
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instance,  to  enlarge  his  business^  he  may  not  only  be  willing 
to  pay  a  larger  price  than  would  ordinarily  be  obtained, 
but  his  very  need  is  taken  advantage  of  by  the  owner  to 
compel  him  to  pay  such  a  price. 

Therefore,  to  determine  the  value  of  land  correctly,  it 
is  quite  necessary  to  secure  an  opinion  of  a  large  number  of 
people  who  would  in  a  sense  form  a  market  for  such  a 
parcel;  and  this  can  only  be  done  by  a  public  sale,  and 
such  sales  are  the  only  true  indicators  in  the  large  cities. 

The  selling  price  of  property  ordinarily  reflects  the 
rental  value,  but  this  may  be  altered  by  the  prospect  of 
higher  rent  as  the  community  builds  up  and  the  demand 
increases.  Values  do  not  always  depend  upon  rentals,  or 
rentals  upon  values;  for  some  high-priced  property  brings 
an  inadequate  return,  and  some  cheap  property  excessive 
returns,  depending  upon  the  amount  of  business  that  can 
be  done  in  that  particular  location,  irrespective  of  the  con- 
dition of  the  building.  A  high  class  building  does  not  rent 
to  the  same  advantage  as  a  cheap  tenement;  for  while  a 
tenement  may  bring  in  ten  to  fifteen  per  cent,  gross,  or 
from  six  to  ten  per  cent,  net,  good  authority  has  it  that 
some  of  the  best  modern  office  buildings  rarely  net  over 
three  per  cent.  Vacant  land  usually  has  no  rental  value 
and  is  not  accepted  as  mortgage  security  by  any  mortgage 
company  in  Europe  or  by  conservative  companies  in  this 
countrv. 

In  many  cases,  however,  the  rent  is  a  fair  indication 
of  values,  for  allo^ving  four  to  five  per  cent,  for  running 
expenses,  a  building  such  as  a  two  or  three  family  house 
must  earn  enough  to  give  the  owner  a  fair  return  for  his 
investment,  say  five  per  cent.,  and  by  such  a  rule  we  may 
capitalize  rents  in  this  manner:  taking,  first,  the  fair  rental 
income  for  the  property,  which  can  be  judged  with  consid- 
erable accuracy  by  the  prevailing  rents,  we  find  that  one 
floor  will  rent  for  fifteen  dollars,  another  for  fourteen  dol- 
lars, and  the  third  for  twelve  dollars,  or  forty-one  dollars, 
making  $492  as  the  total  income  from  rents  per  year;  on  a 
basis  of  ten  per  cent,  this  would  make  the  property  worth 
approximately  $5,000,  which  in  a  large  number  of  instances 
would  not  be  an  excessive  price. 

This  is  not  to  say,  however,  that  all  property  does  or 
can  earn  such  a  proportion;  for  in'  countrj"  districts  and 
small  cities  it  is  no  unusual  thing  to  find  property  renting 
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for  a  mere  pittance  alongside  of  city  values.  The  land  is 
cheap  and  cairjing  charges  low  and  the  greater  part  of  the 
rent  is  net,  and  we  might  well  capitalize  rents  upon  a 
lower  hasis.  A  misplaced  building  will,  of  course  be  a 
bad  renter.  The  structure  must  be  adapted  to  the  land 
and  to  the  surrounding  conditions;  thus  if  an  expensive 
building  is 'put  upon  a  cheap  lot,  it  will  prove  disastrous, 
as  also  might  a  cheap  building  upon  an  expensive  lot;  the 
two  must  be  well  balanced,  otherwise  the  investment  be- 
comes impaired.  Property  that  is  well  built  carries  less 
repairing  charges  than  that  which  is  flimsily  constructed, 
and  the  owner  of  a  fireproof  and  modern  building  might 
capitalize  it  on  a  five  per  cent,  basis,  knowing  that  this 
five  per  cent,  would  be  four-fifths  net,  while  a  flimsily  con- 
structed tenement,  needing  constant  repair,  must  necessarily 
be  capitalized  higher,  if  it  is  to  show  any  returns  at  all. 

The  Margin  of  Safety. 

The  margin  of  safety  in  mortgage  loans  depends  largely 
tipon  the  needs  of  the  borrower,  "aided  and  abetted"  by  the 
Anllingness  of  the  lender.  Many  mortgage  loans  carry  "the 
limit,"  and  in  many  cases  the  limit  is  stretched  by  over- 
valuation. In  speculative  ventures  the  limit  is  generally 
asked  for,  and  some  lenders,  including  savings  banks,  have 
seemed  to  work  upon  the  theory  that  because  the  legal  limit 
Is,  say,  sixty  per  cent.,  this  should  be  granted  in  as  many 
cases  as  possible.  On  the  contrary,  in  making  small  loans 
on  homes  the  opposite  is  true,  since  the  owner  instead  of 
lining  to  devise  ways  and  means  by  which  he  may  increase 
the  loan,  generally  endeavors  to  keep  it  at  its  minimum  to 
«ave  the  interest  charge.  The  tendency  to  mortgage  every- 
thing  is  forcibly  seen  in  the  city,  where  opportunities  are 
many  for  using  money  to  such  good  purpose  that  it  becomes 
profitable  to  mortgage  one  property  in  order  to  buy  an- 
other. Second  mortgages  usually  carr\^  a  bonus  and  high 
interest  rates,  and  while  in  some  instances  are  risky,  they 
Tiave  been  the  basis  of  small  fortunes. 

Cost. 

In  arriving  at  the  cost  of  a  building,  there  is  no  abso- 
lutely accurate  method.  Some  appraisers  employ  the  foot- 
front  rule,  while  others  use  the  cubic-foot  rule.     The  cost 
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of  various  classes  of  buildings  has  been  ascertained  with 
enough  accuracy  to  make  the  following  rules  a  fair  guide 
in  the  appraisal  of  the  value  of  a  new  building:* 

Brick  tenements,  old  buildings,  8  to  12  cents  per  cubic 
foot;  new  law  tenements,  non-fireproof,  15  to  25  cents  per 
cubic  foot;  high  class  apartments,  fireproof,  25  to  45  cents 
per  cubic  foot;  store  and  loft  buildings,  non-fireproof,  12 
cents  per  cubic  foot;  new  law  mercantile  buildings,  fire- 
proof, 25  to  35  cents  per  cubic  foot;  office  buildings,  fire- 
proof, 85  to  60  cents  per  cubic  foot. 

There  will  be  variations,  of  course,  depending  upon  the 
character  of  the  work,  the  decorations,  plumbing,  trim,  etc., 
but  these  figures  give  an  approximate  value  of  the  build- 
ing. The  cost  of  maintenance  depends  upon  the  char- 
acter of  the  building.  A  two-family  dwelling  costs  but 
little  outside  of  taxes  and  insurance,  while  an  office  build- 
ing or  elevator  apartment  has  the  added  expense  of  elevator 
service,  attendants,  heat,  light,  etc.  A  poorly  built  build- 
ing costs  much  more  to  maintain  than  a  well  constructed 
one,  since  it  is  constantly  running  down  and  in  need  of 
repairs.  The  plumbing  goes  wrong,  ceilings  fall,  tenement 
house  \dolations  are  filed  against  it,  and  all  these  add  to 
the  cost  of  the  up-keep. 

Income. 

The  income  from  any  property  depends  upon  its  desira- 
bility and  adaptability  to  the  purposes  for  which  it  has. 
been  constructed.  If  a  loft,  there  must  be  taken  into  con- 
sideration light  and  air,  location  in  respect  to  the  particular 
trade  for  which  it  is  intended,  nearness  to  shipping  facilities, 
etc.  If  an  apartment  or  fiat,  the  class  of  tenants  to  be 
attracted,  the  neighborhood,  nuisances  and  transportation 
facilities.  A  well  built  and  well  arranged  apartment  Avill 
command  a  better  class  of  tenants  and  bring  higher  rent^ 
than  one  that  is  merely  speculative.  If  light,  air  and  ar- 
rangement are  satisfactory,  and  the  quality  is  maintained, 
the  original  rent  may  be  steadily  adhered  to,  and  where  the 
market  is  not  over  crowded,  the  question  of  vacancies  will 
not  be  serious;  but  as  a  general  proposition,   capitalized 

*Figiires  siippliwl  by   Mr.  John  J.   Pullej'n,   President,  Emigrant  Industrial 
Savings  Bank,  New  York,  a  recognized  authority  on  Mortgage  lyOans.     Xote  to 
SECOND  EDiTiox:  Qwing  to  the  advancing  cost  of  materials  and  labor,  these  figures; 
are  constantly  changing,  and  are  here  given  as  a  mnjgetttlon  only. 
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rents  is  a  fair  basis  of  value,  and  when  proper  deductions 
are  made  for  vacancies  this  method  affords  a  good  test  of 
values, — unless  the  rents  are  inflated  and  fictitious, — as  is 
often  the  case  in  speculative  buildings. 

Safeguards. 

It  remains  to  suggest  how  the  various  elements  of  risk 
may  be  guarded  against.  First  of  all  there  should  be  an 
ample  margin  to  allow  for  contingencies,  and  to  this  end 
it  is  essential  that  the  appraisal  be  made  with  good  judg- 
ment. There  is  no  doubt  but  that  many  loans  made  by 
savings  banks  cany  "all  the  traffic  will  bear"  and  some- 
times more.  And  especially  is  this  true  in  cases  where  the 
savings  bank  is  commercialized.  Errors  of  judgment  there 
will  be  as  long  as  men  are  human  and  cannot  look  far  into 
the  future;  but  no  changes  in  realty  are  so  sudden  that 
they  may  not  be  guarded  against.  Tlie  New  York  Times 
recently  contained  a  news  item  from  Massachustts,  stat- 
ing that  the  Bank  Commissioner  of  that  State  had  filed  a 
complaint  against  five  members  of  the  Finance  Committee 
of  the  Greenfield  Savings  Bank  for  alleged  violation  of  the 
savings  bank  law  of  the  State,  in  making  excessive  loans. 
In  a  short  time  the  sum  of  $288,000  had  been  charged  off 
for  losses  from  this  cause.  One  loan  of  $158,000  was  made 
on  a  hotel  property  that  brought  only  $35,000  on  sale. 
The  bill  charges  that  the  committee  not  only  made  loans  in 
excess  of  the  legal  ratio  (sixty  per  cent.),  but  in  some  cases 
loaned  more  than  the  toted  value  of  the  property. 

Another  danger  arises  from  depreciation  in  value,  due 
to  causes  that  may  be  termed  economic.  Of  this  character 
are  those  resulting  from  the  changes  in  neighborhoods, 
mentioned  above.  Against  this  there  can  be  but  one  check, 
and  that  is  frequent  re-valuation  and  careful  watch  of  the 
realty  movements.  These  movements  are  not  usually  of 
sudden  occurrence  and  can  be  guarded  against.  Changes 
in  assessed  valuation  often  indicate  which  way  the  wind  is 
blowing,  and  while  not  a  true  index  of  values,  often  afford 
a  starting  point  for  such  work. 

In  Xew  York  it  is  the  policy  of  the  tax  bureau  to  tax 
full  value,  and  while  it  may,  in  certain  cases,  prove  other- 
^vise,  yet  the  aim  is  to  assess  each  parcel  at  its  fair  market 
value. 
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Realty  Movements. 

One  point  to  be  watched  and  carefully  guarded  against 
in  making  mortgage  loans  is  the  loss  in  values  through 
changes  in  the  internal  structure  of  a  city.  This  is  due  to 
many  causes,  such  as  the  building  of  bridges,  abandonment 
of  ferries,  changes  in  transportation  Unes,  the  crowding  out 
of  residences  by  business  and  manufacturing  establishments^ 
etc.  The  first  cause  is  noticeably  true  in  New  York  and 
Brooklyn.  The  building  of  the  Williamsburg  Bridge,  which 
ultimately  caused  the  ferries  to  be  temporarily  abandoned, 
turned  the  tide  of  travel  over  the  bridge  and  left  the  lower 
end  of  Broadway*  more  or  less  deserted.  The  building  of 
the  Queensborough  Bridge  has  altered  the  whole  aspect  of 
Long  Island  City  and  also  the  region  immediately  sur- 
rounding the  bridge  terminal  in  New  York.  Such  changes 
either  improve  or  damage  the  property  in  the  neighborhood, 
and  must  be  carefully  watched.  The  building  of  subways 
also  has  a  marked  effect  upon  property,  usually  for  the 
better. 

There  is  always  going  on  in  large  cities  a  movement  of 
the  best  stores  in  the  direction  of  the  residential  districts. 
This  is  due  to  the  ^fact  that  storekeepers  find  it  advisable 
to  be  as  near  as  possible  to  their  customers;  thus  the  old 
•shopping  center  of  New  York  at  Sixth  avenue  and  Twenty- 
third  street  has  moved  up  to  Fifth  avenue  and  Thirty- 
fourth  street.  Such  movements  leave  sort  of  a  vacuum 
behind,  which  is  filled  up  by  cheaper  stores,  wholesale 
houses,  etc.  And  unless  the  gro\\i:h  of  the  city  is  rapid 
enough  to  make  wholesale  property  worth  as  much  as  the 
retail  property  formerly  was,  there  is  quite  likely  to  be  a 
drop  in  values,  t 

Property  used  for  wholesale  purposes  is  quite  apt  to 
locate  between  the  shopping  districts  and  the  terminals  and 
wharves,  so  as  to  be  able  to  handle  goods  cheaply  and  yet 
be  in  a  location  convenient  for  customers.  Where  the 
transportation  is  largely  by  water  such  business  is  apt  to 
center  around  the  waterfront,  and  when  the  railroad  comes 
in  with  competition  and  takes  the  prestige  away  from  the 
water  route,  changes  are  likely  to  follow  in  values  of  dock 
properties. 

•Brooklyn. 

tThe  movement  of  department  stores  from  Sixth  Avenue  l>etw'een  Fourteenth 
and  Thirt}--fourth  Streets  has  left  many  fine  old  structures  vacant  and  depressed 
values  enormously. 
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In  the  case  of  residence  property,  social  reasons  enter 
in  largely  to  determine  values,  which  are  usually  high.  As 
the  transportation  systems  are  improved,  such  property 
moves  away  from  business  centers  to  more  quiet  neighbor- 
hoods. Such  property  is  seriously  affected  by  nuisances 
of  any  kind,  and  such  should  be  carefully  watched.  Of 
such  a  character  would  be  stables,  hospitals,  armories  (mak- 
ing a  "dead"  block),  properties  rented  to  negroes,  Italians,^ 
etc. 

Warnings. 

One  of  the  first  signs  of  danger  in  real  estate  loans  is 
tardy  payment  of  interest  and  taxes.  This  indicates  that 
the  borrower  is  sailing  close  to  the  wind  and  his  mortgage 
instead  of  being  a  help  to  him  has  proved  a  dragweight. 
There  is  but  one  safeguard  against  this:  To  insist  upon 
prompt  payment  of  the  interest  and  taxes.  This  can  be 
done.  But  if  the  borrower  is  given  to  understand  that  "any 
old  time  will  do,"  he  is  apt  to  take  any  old  time  to  do  it. 
In  a  certain  savings  bank  where  promptness  was  not  the 
rule,  this  habit  became  chronic.  Notices  were  never  sent 
out  in  advance.  When  the  interest  was  thirty  days'  over- 
due, notice  was  mailed  requesting  prompt  payment.  This 
brought  some  responses.  A  month  or  two  later  another 
notice  went  out.  Little  or  no  response.  Again  a  notice  a 
month  later.  No  response.  Then  a  personal  visit  by  one 
of  the  clerks.  Result:  Promises,  ardent,  and  excuses, 
plausible,  but  no  adequate  results.  By  this  time  the  in- 
terest was  six  months  overdue  and  the  time  to  report  to  the 
Department  of  Banking  was  at  hand.  The  upshot  of  the 
whole  matter  was  that  one  of  the  officers  usually  advanced 
the  interest  himself  and  took  his  chances.  'Even  a  letter  from 
the  bank's  attorney  in  many  cases  elicited  but  little  re- 
sponse, for  the  borrower  had  been  educated  to  the  point 
of  knowing  the  bank  did  not  "mean  business,"  and  treated 
the  whole  affair  somewhat  as  a  joke.  It  would  have  been 
a  kindness  to  many  of  the  mortgagors  to  have  been  rigid 
in  requiring  promptness, — not  being  harsh  or  unkind,  but 
simply  as  a  business  proposition,  insisting  upon  due  dili- 
gence in  the  payment  of  that  which  was  justly  due. 

Another  safeguard  which  is  coming  to  be  given  serious 
attention  in  the  making  of  real  estate  mortgages  is  the 
part  payment   or  amortization   plan.     By  this  method  a 
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monthly  payment  is  made  which  includes  both  interest  and 
principal,  and  in  the  course  of  time  the  loan  is  discharg^ed. 
The  advantage  of  this  method  is  that  the  payments  are 
small  and  can  be  watched  closely  and  kept  up  to  date;  and 
inasmuch  as  the  principal  is  constantly  being  reduced,  the 
margin  at  the  beginning  may  be  increased,  making  home 
owning  much  easier  for  the  poor  man. 

The  Application. 

The  first  step  in  the  making  of  a  mortgage  loan  is  to 
secure  an  application  from  the  borrower  giving  full  details 
concerning  the  property  proposed  to  be  mt)rtgaged  to  the 
bank.  These  details  may  be  voluminous  or  barely  enough 
to  designate  the  property.  All  banks  have  forms  for  such 
purposes  and  generally  require  the  appUcation  to  be  on  their 
own  form  for  the  purpose  of  uniformity. 

The  points  generally  covered  in  the  appUcation  are:  The 
amount  required,  the  street  and  number,  often  the  distance 
from  the  nearest  corner,  size  of  lot,  size  of  buildings,  char- 
acter of  the  latter,  and  the  rental  value,  for  purpose  of 
capitalizing  the  rents  in  order  to  appraise  the  property  upon 
this  basis.  Sometimes  the  number  of  rooms,  improvements, 
assessed  valuation  and  other  details  are  called  for,  but 
always  the  owner's  valuation  of  the  property,  usually  sep- 
arating the  buildings  from  the  ground. 

In  the  matter  of  farm  loans  more  minute  details  are  re- 
quired, as  will  be  seen  from  the  foUo^ving  questions  found  in 
the  application  for  a  farm  loan  in  use  by  a  savings  bank  in 
Central  Xew  York:  How  many  acres  does  the  farm  con- 
tain? How  many  acres  are  improved?  How  many  acres 
are  unimproved  or  timber  land,  and  what  kind  of  timber  is 
on?  How  many  acres  of  waste  land?  Describe  the  build- 
ings generally  (giving  sizes  and  number  of  rooms,  if  pos- 
sible). Describe  the  fences  and  state  in  what  condition  of 
repair.  Do  you  occupy  the  premises?  If  you  are  not  the 
occupant  of  the  property,  who  is,  and  by  what  right  does 
he  occupy  it  and  what  is  the  rent?  Have  all  the  taxes  been 
paid,  and  if  not,  how  long  have  they  remained  unpaid? 
Has  your  title  ever  been  questioned?  If  so,  what  was  the 
nature  of  the  defect?  What  was  the  last  assessed  valuation? 
How  much  insurance  do  you  carrj^  and  in  what  company? 
Are  you  married  and  if  so  give  the  name  of  your  vAie.    Are 
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there  any  incumbrances  on  the  property  and  if  so  how  much 
and  of  what  character?  What  improvements  have  you 
made  and  what  do  you  intend  to  make?  What  do  you  con- 
sider a  fair  value  of  the  property  per  acre?  What  do  you 
consider  the  value  of  the  buildings?  What  figure  would 
you  sell  at? 

In  many  cases  the  application  blank  has  provision  for  a 
diagram  of  the  location  of  the  property,  which  often  makes 
the  finding  of  the  premises  easier.  In  all  cases  the  banks 
require  the  application  to  be  signed  by  the  borrower  and 
in  cases  where  the  borrower  is  not  the  bondsman,  the  signa- 
ture of  the  latter  is  required,  and  in  some  cases  a  written 
guarantee  that  he  is  the  person  in  question.  It  is  important 
that  the  one  who  presumes  to  be  the  owner  is  the  owner, 
for  frauds  have  been  worked  upon  savings  banks  and  title 
companies  by  persons  assuming  to  be  the  owners  of  prop- 
erty offered  as  security,  when  in  reality  they  were  impostors. 

Care  should  at  all  times  be  taken  to  identify  the  bor- 
rower as  the  person  having  title  to  the  premises.  In  large 
cities  much  bo^^o^ving  is  done  through  brokers,  and  the 
principal  does  not  appear  on  the  scene  until  the  money  is 
to  be  handed  over.  In  such  cases  it  is  well  to  know  who  the 
broker  is  and  that  he  is  authorized  to  negotiate  a  loan  on  the! 
property. 

Frequently  applications  are  made  to  savings  banks  for 
loans  simply  to  get  the  bank's  valuation  of  the  premises; 
and  while  as  a  rule  no  charge  is  made  for  the  appraisal,  a 
number  of  banks  are  now  requiring  a  modest  appraisal  fee 
when  the  application  is  made.  In  some  instances  no  fee  is 
charged  unless  the  loan  is  made,  while  in  others,  no  ap- 
praisal will  be  made  unless  the  fee  is  paid. 

It  would  seem  but  just  that  if  a  conunittee  of  trustees 
make  a  personal  inspection  of  the  property,  as  is  generally 
required  by  law,  they  should  be  paid  for  their  time.  Some 
banks  have  a  salaried  appraiser  and  make  no  charges,  pre- 
ferring to  have  an  expert's  opinion  and  pay  for  it  than  to 
depend  upon  the  judgment  of  a  committee  of  trustees. 
This  is  particularly  true  in  the  large  city  banks. 

Some  applications  may  be  found  having  provision  for 
the  certification  of  the  value  of  the  property  by  two  or  more 
disinterested  persons.  This  is  often  embarrassing  to  the 
borrower  and  is  rarely  worth  considering,  for  it  is  fre- 
quently done  as  a  favor  and  is  not  a  safe  guide  as  to  values 
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7%«  undersigned  desires  to  procure  a 
Loan  ef  $^^.tJ$J!^& — at —  /f^. per  cent  interest  per  annum,  from 


(7i»  mortgage,  secured  hy  the  bond  of^it^. 
on  the  property  described  as  follows — 

Location,  J[A ^.....J..S.~..^^i<ii^ 

Distance  f^m  the  comer  of  the  nearest  cross  street,. .^.^~y^^^'.. 

Dimensions  of  Ground,  .-^.y^-.K..  ^..P  P„ :. 

Dimensions  of  Building,  ..^  4r..K..  SO. _ , 

Building MaieriaZs,..  /^^/L<-*.-^t^ j... 

Purposes  of  use,  ..^..iid^r:^j€^„...!t^r-<r'<-fi^^...J. 

Value  of  Ground,   $../yf'  c>  <»  O 

Value  of  Building,  ^  ^  ^.  o^  o 

jtnnual  Rent,  $.  xS^^o  <> 

Insured  for  ^  .  ^  c,  o  o  o 


N 


/^Tae     S/f^e./- 


/JL 


fSTIL    ^/r'-e^/' 


'^B.^  The  applicant  will  please  frpecify  the  above  particulars  as  far  as  practicable 
anil  in  all  eases  sign  the  application. 
Signature  of  Bondsmai 

Address  of  Bondsman,  J^^- iSur/.^^jit^!^^^ 

JYotify^    ^^ 


X»-  i,omu»  mrr  mot  madm  oa  Frntiorim,  inm  Worka,  Breweriem,  or  ^  Subtrhma  Pnpwty*     AffiliemUoas  ft 
M  DwrWag-Haame*,  Sionm,  OMe—,  •■  reafral  properly  well  aitumied  aatf  produettre  wUM  te  coB«idc/mf. 
AppUemuf^ouid  Biga,  mad  prrmeat  their  pnpoemle,  ta  pereoa,  wbea  prmcHemble,  !•  mcwv  mtteaUoa. 
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and  should  be  eliminated.  The  loan  is  to  be  made  by  the 
bank,  and  the  only  persons  interested  are  the  bank  and  the 
borrower,  and  no  unnecessary  outside  parties  should  be 
brought  into  the  matter.  In  all  cases  the  borrower  pays  all 
the  expenses,  but  in  some  applications,  as  in  the  one  of  the 
Albany  Exchange  Savings  Bank,  shown  herewith,  this  is 
agreed  upon  when  the  application  is  signed. 

The  Appraisal. 

The  next  thing  in  order,  after  having  application  prop- 
erly filled  out,  is  to  have  the  property  appraised.  5lany 
banks  have  appraisal  forms  (page  404),  and  these  are 
turned  over  to  the  proper  persons,  in  some  banks  the  fund- 
ing committee,  and  in  others  the  appraiser.  Where  the 
matter  is  in  the  hands  of  a  committee,  these  men  meet  at 
intervals  to  look  over  the  applications,  and  after  discarding 
those  which  they  do  not  care  to  consider,  turn  their  attention 
to  the  likely  offerings. 

Some  banks  have  a  preference  for  certain  kinds  of  prop- 
erty and  rigid  rules  against  loaning  on  others,  as  in  the 
application  of  the  German  Savings  Bank,  herewith  showTi, 
no  loans  are  made  on  factories,  iron  works,  breweries,  or 
suburban  property.  Those  that  seem  to  be  desirable  are 
personally  inspected  and  the  value  placed  thereon,  usually 
in  writing,  as  in  the  forms  shown. 

The  rate  of  interest,  time  the  loan  is  to  run  and  other 
details  are  agreed  upon  between  the  bank  and  the  bor- 
rower (or  his  agent)  at  the  time  application  is  made,  or 
when  the  loan  is  accepted,  and  nothing  further  remains  to 
be  done,  insofar  as  the  bank  is  concerned,  but  to  pay  over 
the  money.  The  mortgage  loans  are  quite  universally  re- 
ported to  the  board  of  trustees  and  ratified,  thus  becoming 
part  of  the  records  of  the  bank.  Some  banks  record  the 
date  of  this  approval  on  the  application — a  very  good  idea. 

The  Search. 

But  inasmuch  as  it  is  essential  that  the  borrower  shall 
be  in  position  to  mortgage  this  property,  and  unless  he  is 
the  true  owner  and  has  good  title  he  cannot  give  a  good 
mortgage,  it  is  necessary  to  determine  that  the  title  is  in 
the  borrower  and  that  the  title  is  free  from  defects;  for 
upon  the  rule  that  a  man  cannot  convey  by  deed  that  which 
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We,  tfte  S&uiftorfbers,  /u.^/^.  4.^^^ .«  ^Roobaatar  waia 
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he  does  not  own,  and  a  mortgage  being  a  conditional  deed, 
the  latter  will  be  void  if  the  title  is  defective. 

Some  banks  require  this  to  be  stated  in  the  application 
and  others  go  so  far  as  to  ask  for  an  affidavit  to  this  effect; 
but  inasmuch  as  no  man  would  buy  a  defective  title  if  he 
knew  it,  and  most  of  the  defects  are  unknown  to  the  owner, 
his  statement  is  usually  in  the  negative,  and  counts  for  little. 

And  yet,  there  are  cases  where  defects  exist  and  are  con- 
sidered of  Uttle  or  no  consequence  by  the  owner,  as  is  illus- 
trated in  the  following  example:  In  taking  title  to  a  piece 
of  property  in  the  suburbs  of  New  York,  a  defect  was 
found  which  was  apparently  cleared  up  by  affidavits.  The 
title  was  pronounced  good  by  a  title  company  and  a  policy 
of  title  insurance  issued,  and  also  passed  upon  by  a  reliable 
firm  of  attorneys.  An  expensive  house  was  built  on  the 
property  and  mortgaged  to  a  savings  bank,  which  accepted 
the  title  as  certified  to  by  the  company.  In  replacing  the 
loan  with  another  savings  bank  subsequently,  the  same 
defect  was  found,  and  the  latter  bank's  attorney  would  not 
pass  the  title  upon  the  affidavits  accepted  by  the  title  com- 
pany and  the  other  attorneys,  and  the  loan  was  refused  on 
account  of  bad  title. 

After  considerable  delay  and  expense  the  title  was 
cleared  of  the  defect  and  the  loan  closed ;  but  had  the  o%vner 
been  asked  to  state  if  there  were  any  defects  to  his  knowl- 
edge, it  might  have  revealed  the  true  state  of  affairs  in  the 
beginning.  But  in  this  case  it  turned  out  advantageously, 
for  it  secured  the  owner  a  clear  title,  whereas  he  did  not 
have  a  "marketable"  title  before. 

All  such  matters  devolve  upon  the  attorney,  to  whom 
the  application  is  referred  after  favorable  action  by  the 
committee.  It  is  his  duty  to  examine  the  records  and 
satisfy  himself  that  the  title  is  clear  and  is  vested  in  the 
borrower.  This  he  presents  to  the  bank  in  the  form  of  a 
"search,"  together  with  certificate  of  title.  This  work  is 
often  done  in  large  cities  by  title  companies,  who  not  only 
certify  to  the  title  but  guarantee  the  bank  against  any  loss 
that  may  come  through  a  defective  one.  In  some  banks 
the  attorney  simply  turns  the  work  over  to  the  company, 
which  allows  him  a  commission,  and  he  therefore  assumes 
no  risk,  but  at  the  same  time,  sacrifices  the  full  fee  for  a 
commission.  The  amount  of  the  fee  depends  upon  the 
bank,  the  attorney  and  the  borrower. 
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In  some  cases  the  charge  is  "all  the  traffic  will  bear," 
while  in  others  it  is  extremely  modest.  The  writer  knows 
of  one  bank  where  for  twenty  years  the  highest  fee  waa 
less  than  twenty  dollars,  and  the  usual  fee  was  eleven 
dollars  and  6f^  cents — ^ten  dollars  for  the  search  and" 
drawing  papers  and  the  one  dollar  and  fifty  cents  for 
recording.  Where  a  mortgage  tax  is  in  operation  as  in 
New  York  (one-half  of  one  per  cent,  when  the  mortgage 
is  recorded),  this  is  in  addition  to  any  fees  to  the  attorney. 

ClOSIXO  the   IjOAN. 

When  the  mortgage  loan  is  closed  the  papers  that  should 
be  in  possession  of  the  bank  are:  (1)  Mortgage.  This 
must  go  to  the  proper  office  for  record — in  large  cities  the 
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Hall  of  Records;  in  smaller  places,  the  county  clerk's  office, 
and  is  usually  the  last  paper  to  come  in.  (2)  The  bond, 
which  is  the  obligation  or  promise  to  pay  and  upon  which 
suit  is  brought  in  case  of  default.  (3)  The  application 
duly  signed  both  by  the  borrower  and  the  appraiser  or  the 
committee  charged  with  this  duty.  (4)  Search,  or  title 
policy,  with  certificate  of  title  from  the  attorney.  (5)  In- 
surance policies  in  amount  sufficient  to  cover  the  loan,  duly 
made  payable  to  the  bank.  Some  banks  require  all  the 
insurance  so  that  it  may  be  uniform.  The  papers  are  then 
complete.  (Some  banks  also  require  a  "tax  search"  to 
show  that  all  taxes  are  paid.) 

At  this  point  a  word  as  to  insurance  may  be  acceptable. 
Some  banks  have  restrictions  in  the  matter  of  insurance 
policies.  (Form  113.)  Some  stipulate  that  policies  in 
designated  companies  only  will  be  accepted,  and  this  would 
seem  a  very  good  idea,  if  the  list  is  reasonably  large  and  is 
a  "fair"  one.  The  bank  can  then  rest  assured  that  it  is 
fully  protected  by  good  companies.  Others  stipulate  that 
policies  must  be  written  through  designated  brokers,  and 
this  for  obvious  reasons.  The  bank,  in  law,  has  a  perfect 
right  to  stipulate  the  conditions  of  its  insurance,  but  what- 
ever regulations  are  to  be  made  in  this  respect  should  be 
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Xew  York, 8iQPt  oml&tr  lAt>  .1911. 


.af  ...5 per  cent. per  annwn,fcr 


To  the  UNION  DIME  SAVINGS  BANK: 

The  undersigned  desires  a  loan  o/#.5«000 

(MayorMovcmbir) 

.  ^  yearn  front  ike  1st  of  next ^QTembex ., 

on  the  Bond  of  John  GoodniAn  -- >-— ^.- — ...^...aiui  tuly'gdt  to  your  regulations  prinUd 
on  this  appUcaiion,  secured  by  first  mortgage  of  property  described  as  follows ^  and  provided 
the  title  is  approved  by  the  attorney  of  the  Bank. 

Na 20  .Xast  .19th  Stxeet.  ..^  ^ 
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([Name  and  address  of  applicant] 
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made  before  the  loan  is  closed,  for  after  the  matter  is  closed, 
the  right  of  the  bank  to  make  such  conditions  will  be  waived. 

The  case  of  Heal  vs.  Richmond  Co.  Savings  Bank 
(Xew  York  Savings  Bank  Cases,  p.  18)  is  in  point.  In 
this  case,  the  bank  made  a  loan  and  after  closing  the  matter, 
wrote  the  mortgagor  that  inasmuch  as  the  bank  required  all 
policies  to  be  written  by  an  agent  having  an  office  in  the 
Borough  of  Richmond,  he  would  have  to  secure  new  policies. 
To  this  the  owner  did  not  assent  and  the  bank  secured  the 
additional  insurance  and  charged  the  same  to  the  mortgagor. 

When  payment  of  the  principal  was  tendered,  it  was 
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The   Undersigned  dona  to  proanc  &om:Clie 

Savhrx  Bank  a  loan  of  $.     If  000  .        .  payable  in  U.  S.  gold  com  ia....  flTA...  jrean.  with 

maaaJfy  on  the  fust  day  of  Match  and  the  fiat  day  of  September,  at  tbe  aid  Bank,  at  the  rate  of  ..-.XiVa.  .,-. 
anaan,  oo  the  BOND  of  ,..___J9JMl»than  J  i_-  Cdviirdft _ aecnnd  by 

Mortgage  on  the  Following  Described  Property: 

Location  (Number  and  Street). .56  Q\l|ill    8.tyft<5!lJ.. ^ 


between  vhat  croa  tfreeti,  and  dittance  from  nearer  one. 
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PwDosci  of  use, ,F7iyate  jdveXIiA^.. . 

Vafae  of  groottd.  $-      3,0OU 

Valae  of  building,  $  ..  3»000 _ _ 
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Aaaaal  Rent,  $ 43.C _... 
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Hemarks: — Loazi. of .  .^S^OOQ  Ao  held  by.John  B«..  BridgeinaQ •  .jdiie. 
let,   19n 


In  case  thu  application  is  considered  by  the  AmANV  LxcHAMca  Kavimos  Bank.'  the  undersigned  hereby 
■comphance  with  section  iso  of  the  BanVtng  Law  of  the  Sute  of  New  York,  to  pay  to  it,  or  its  attorney,  "all  the  i 
Searches,  Examinaiions  axwl  Certificates  of   litle  or    Appraisal  of  V^l^T  >nd  of  Drawing,  ^fating  and  Recortittg 
Abe  Papers."  // 
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refused  on  the  ground  that  the  owner  had  refused  to  reim- 
burse the  bank  for  this  insurance.  He  thereupon  deposited 
the  money  in  a  trust  company,  subject  to  the  order  of  the 
bank  when  it  should  deliver  satisfaction  of  the  mortgage. 
The  bank  brought  suit  and  lost,  upon  the  ground  that  hav- 
ing accepted  the  policy  at  first,  and  being  in  a  good  solvent 
company,  it  had  waived  its  right  to  stipulate  conditions 
regarding  the  insurance.  Therefore,  if  any  restrictions  are 
to  be  made  in  such  matters,  they  should  be  made  before 
the  loan  is  closed  and  not  afterward. 

In  closing  the  loan,  the  usual  custom  is  to  draw  a  check 
for  the  amount,  sometimes  to  the  order  of  the  attorney,  and 
in  other  instances  to  the  borrower;  but  not  generally*  is  the 
payment  made  in-  cash,  since  the  check  makes  valuable 
evidence  of  the  transaction.    'VA'hen  the  check  is  drawn  the 
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loan  is  charged  up  to  the  borrower  and  ledger  account 
opened  with  him.  This  account  may  be  simple  or  it  may 
be  complex,  the  better  idea  being  to  have  it  complete  as  to 
detail,  yet  not  weighted  down  by  surplusage. 


To  the  TrartM  of  the  Onekk  County  Sivn^  BmA: 
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The  ledger  should  show  all  the  details  covered  by  the 
papers,  and  the  usual  data  taken  on  the  ledger  is:  Name 
of   mortgagor,   with   provision    for   recording   subsequent 


s'l-m 


3,45G 


.245 raat   FTirt   Ave, 


•Ir.KO 


:1a. 


r^nry    D      M^r-lpranti 


OMrMt. 


palph    T.    Soaerftct 


lOT  MX 


Ja2u 


mOUU 


^•iS. 


s<oi 


JLfilt. 


WHO  0»  •UH.IX.&  x^i  o*  i-O' 

S   Rtorv   Brownotone 3S  X  IQQ 


MTWtLH  W«UT  ttMCtk 


Brown  J    ffhnrl^a    r.ft 


Grant  and  Lincoln 


^pvwAjaAi. 


Liisn 


■UILPUK^ 


S6.000         >9.000 


FORM    119. — CARD    RECORD    OF    MORTGAGE    LOAXS. 


owners;  address;  location  of  the  property,  often  with 
diagram,  as  in  Form  117;  rate  of  interest;  place  to 
which  interest  notices  should  be  sent;  amount  of  bond; 
amount  of  insurance;  when  due;  when  recorded;  valuation; 
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rents;  provision  for  recording  payment  of  taxes  (Form 
117),  with  colmnns  for  recording  the  payments  of  both 
principal  and  interest.* 

Inasmuch  as  banks  frequently  are  called  upon  to  ad- 
vance insurance  and  taxes,  it  is  a  very  good  idea  to  have 
provision  made  for  such  payments,  and  in  Form  117  this  idea 
will  be  found.  Other  details  may  be  covered  in  the  ledger 
form,  as  the  bank  may  elect,  but  one  feature  is  worthy  of 
commendation,  and  that  is  also  found  in  Form  117.     It  is 


RECEIPT 
for    PARTIAL     PAYMENT 
OB   Mortfag* 


No.. ..y'*'.  

PWNCfPALt.  -lOO.' 

iNTciinrr  from 

Kch..l    ..iAl.*5« 

•    145 

Lcavinf  baUact  of  Pritieiptl 
unpaid 

•  1.400 

SouTHOLD.  Surr.  Co.  N.  y.,  September  1 ,  /eoll 
J^9ctiv9d  from   Indxew  J*  J&okeoA.    A ^^.^. 

.  one  huhdred-r r--r:.-r.r:rrr-r--r-rrr-r-..OolllM»»  «•  « 'Arti^J  J>*gmvrt 

Off    .   hie*--— ---•--— *'«»W!««m»'"»^'«-»»—'— •»——"— --••-^-^—.Bow^  ^Wfif  fc^  tfim 

Soathold   Savins*   W*«ii^»    Mctrrtd    by    Jhrlgt^     oir    propf^     locmUJ    at 
No.  46  Center  ATe*«<.«>r, .«.«..  ..'.«''<"  $45 

(Duplicate  mdortfd  on  bond) 

T 


FORM    120. ^RECEIPT    FOR    PART    PAYMENT    OF    PRINCIPAL. 


very  desirable  to  know  that  the  papers  are  complete  for 
each  loan  without  the  necessity  of  going  through  the  files; 
and  in  this  form  will  be  found  spaces  for  checking  off  the 
papers  as  they  are  turned  in,  and  by  running  through  the 
ledger  and  noting  the  unchecked  items,  the  missing  papers- 
can  readily  be  ascertained. 

If  papers  are  removed  from  the  files  for  any  cause,  a 
receipt  should  be  taken  and  inserted  in  place  of  the  paper 
taken,  or  notation  made  on  the  cover  as  to  where  thev  may 
be  found.  The  mortgage  has  now  become  part  of  the  assets: 
of  the  bank  and  all  that  remains  to  be  done  is  to  see  that 
interest  is  collected  when  due,  insurance  constantly  in  force 
and  taxes  paid. 


*A  very  helpful  idea  is  to  indicate  somewhere  on  the  ledger  account  the 
amount  of  interest  the  loan  draws  for  one  month,  so  that  in  figuring  accrued 
interest  at  any  time  this  will  form  the  basis.     (Fom  117  last  line  of  the  details.) 


CHAPTER  XXV 

BOND  AMORTIZATION  IN  THEORY  AND 

PRACTICE 

Two  men  of  finance  once  made  an  attempt  to  define  a 
bond  in  the  fewest  possible  words  and  settled  upon  the 
definition,  "A  promise  to  pay  under  seal."  Cleveland,  in 
''Funds  and  Their  Uses,"  distinguishes  between  a  bond 
and  an  ordinarj^  promissory  note  in  this  way:  "The  only 
way  that  a  bond  is  distinguished  from  an  ordinary  promis- 
sory note  is  by  the  fact  that  it  is  issued  as  a  part  of  a  se- 
ries of  like  tenor  and  amount,  and  in  most  cases  under  a 
<?ommon  security.  By  rule  of  common  law,  the  bond  is  more 
formal  in  its  execution.  The  note  is  a  simple  promise  (in 
any  form  so  long  as  a  definite  promise  for  the  payment  of 
money  appears  upon  its  face)  signed  by  the  party  boimd, 
without  any  formality  as  to  witnesses  or  seal.  The  bond, 
on  the  other  hand,  in  its  old  common-law  form,  required  a 
seal,  and  had  to  be  witnessed  in  the  same  manner  as  a  deed 
or  other  formal  conveyance  of  property,  and  though  as- 
signable, was  not  negotiable.  This  is  still  the  rule  within 
many  jurisdictions." 

Montgomery  Rollins,  in  "Money  and  Investments,"  de- 
fines a  bond  as  "An  instrument  by  which  a  government, 
municipality,  or  corporation  contracts  and  agrees  to  pay  a 
specified  sum  of  money  on  a  given  date  (sometimes  reserv- 
ing the  right  for  earlier  payment) ;  the  bond  itself  being  a 
coupon-bearing  (or  registered)  note  under  seal;  the  cou- 
pons representing  the  quarterly,  semi-annual,  or  annual  in- 
terest, as  the  case  may  be,  at  a  fixed  rate."* 

In  the  case  of  corporation  bonds,  such  as  issued  by 
steam  and  street  railroads,  telephone,  telegraph,  terminal, 
gas,  water,  power  companies,  and  such  enterprises,  a  mort- 
gage is  usually  placed  upon  the  property  which  secures  the 
payment  of  the  bonds  issued  against  it.  In  this  respect  it 
is  like  a  mortgage  on  real  estate;  the  bond  is  the  debt, — 
the  promise  to  pay,  while  the  mortgage  is  the  pledge  of 
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security.  In  the  case  of  government,  state,  city,  county,, 
town  and  school  bonds,  no  mortgage  is  necessary,  inas- 
much as  the  bonds  have  back  of  them  the  faith,  credit  and 
taxing  power  of  the  municipality  to  insure  payment.  In 
some  cases  the  government  pledges  certain  revenues,  such 
as  customs  receipts,  taxes  from  tobacco,  etc.,  as  a  guaranty 
of  payment;  but  this  is  not  common  in  municipal  bonds,  the 
right  to  tax  the  inhabitants  for  such  purposes  being  suffi- 
cient to  warrant  the  payment  of  the  bonds  as  they  mature. 
It  is  essential,  in  fact  vital,  that  the  issue  be  legal;  that 
is  to  say,  that  the  debt  shall  be  a  binding  obligation  upon 
the  issuing  power.  The  laM'  is  usually  explicit  in  these 
matters^  stipulating  what  procedure  is  necessaiy  in  order  to 
make  a  bond  issue  a  valid  claim  against  a  municipality, 
and  it  is  quite  important  that  these  conditions  be  fulfilled. 
Hence,  every  bond  issue  (other  than  those  which  are  issued  by 
a  sovereign  i)ower,  such  as  Congress,  State  Legislatures, 
etc.,  and  by  that  token  become  legal  without  other  formal- 
ity) is  usually  closely  looked  into  by  attorneys  who  make  a 
specialty  of  these  matters,  and  who  certify  that  the  bonds 
have  been  lawfully  issued;  but  this  certification  does  not 
warrant  their  payment,  being  simply  a  lawyer's  opinion  as  to 
having  conformed  to  the  law. 

A  Speculation  or  an  Investment. 

It  is  not  the  purpose  of  this  chapter  to  go  into  the  bond 
question  in  its  various  aspects,  such  as  the  varieties  of  bonds, 
the  security,  principles  of  investment,  etc.,  which  would 
make  a  book  in  itself,  but  rather  to  assume  that  as  a  sav- 
ings bank,  a  block  of  bonds  has  been  purchased  and  the 
present  object  is  to  properly  keep  account  with  them. 
Whether  purchased  by  a  private  individual,  a  corporation, 
such  as  a  college,  hospital,  or  other  endowed  institution,  or 
financial  corporation,  a  bond  investment  takes  on  one  of 
two  aspects ;  it  is  either  a  speculation  or  an  investment.  The 
nature  will  depend  upon  the  purpose  for  which  the  pur- 
chase was  made.  A  bond  in  the  hands  of  a  bond  house, 
whose  business  it  is  to  buy  and  sell  such  securities,  or  in 
the  hands  of  an  individual  or  corporation  that  has  bought 
with  the  expectation  of  selling  again  at  a  profit,  is  like 
merchandise  of  any  kind,  a  conmiodity  to  be  traded  in. 
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But  in  the  hands  of  savings  banks,  estates,  or  priTate 
investors,  who  buy  for  incmne  and  not  for  profit,  the  bood 
beccanes  a  fixed  investment,  whose  value,  while 


by  the  security,  the  market,  current  conditions,  etc^  is  a 
scientific  proposition  in  buying  a  certain  article  at  a  certain 
price,  which  will  produce  certain  desired  results.  An  in- 
vestor, for  instance,  making  up  his  mind  that  he  would  4ike 
an  income  of  four  and  one-half  per  cent.,  need  not  hesitate 
long  in  a  selection,  for  he  knows  that  at  this  rate  he  can 
buy  any  quantity'  of  good  securities,  safe  as  to  principal 
and  sure  as  to  income,  and  need  not  stop  to  analyze  the 
security,  for  following  the  well-known  axiom  of  finance, 
*"The  greater  the  rate,  the  greater  the  risk,"  the  low  income 
is  evidence  of  quality.  Making  up  his  mind  to  obtain  six 
per  cent.,  he  would  need  to  look  closer  into  the  security 
back  of  his  bond,  and  the  chances  for  final  payment. 

If  he  merely  wishes  to  speculate,  he  can  probably  find  a 
more  inviting  field  in  some  other  line,  where  his  profits  will 
be  larger;  but  in  seeking  profit,  he  must,  in  a  measure  at 
least,  sacrifice  securitv.  3Iarket  conditions  in  all  that  the 
term  means,  have  much  to  do  with  profit  and  loss  in  such 
a  venture,  but  buying  for  investment  and  not  for  specula- 
tion, the  market  may  rise  and  fall  as  it  will  and  he  can  go 
serenely  on  his  way. 

As  a  commodit\%  a  bond,  like  anv  other  commoditv, 
must  be  subject  to  outside  influences:  but  as  an  investment, 
it  has  a  fixed  "income"  value,  which  mav  be  correctlv  as- 
certained  at  any  time  during  the  term  of  its  life.  It  is 
like  a  piece  of  real  estate  under  long  lease  to  a  responsible 
partj';  the  value  may  rise  or  fall,  but  the  income  is  certain, 
and  the  bond  has  the  added  advantage  that  the  principal  is 
certain  to  be  paid  at  the  maturity  of  the  instrument. 

Three  values  attend  everj'  bond  investment:  past  value, 
or  the  amount  ycid;  future  value — par,  the  amount  that 
tr///  he  paid;  the  present  value,  or  the  holding  value  as  de- 
termined by  the  process  of  amortization.  To  this  may  be 
added  a  value  in  the  potential  mood,  which  is  the  price  that 
might,  could,  or  would  be  obtained  if  the  securities  were 
sold. 

SaWngs  banks,  trust  companies,  and  other  institutions 
and  agencies  that  invest  money  for  income  and  not  for 
trading  purposes,  must  consider  their  bonds  in  the  light 
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of  investments,  to  be  held  until  maturity  and  sold  during 
the  interim,  if  at  all  only  under  necessity;  or  perchance,  it 
may  be,  at  a  profit.  Of  course,  the  bond  holdings  are  in  a 
sense  a  secondary  resen^e,  and  are  bought  for  this  purpose. 
Some  banks  hold  large  quantities  of  high-grade  bonds  as 
quick  assets  to  meet  emergencies.  One  large  New  York 
bank  held  at  one  time  a  million  dollars  in  Government  bonds 
solely  for  such  a  purpose.  But  selling  is  not  a  common  oc- 
currence, and  with  a  fair  margin  of  reserve,  and  a  few 
securities  of  such  character  as  are  quickly  salable  in 
time  of  need,  the  bank  may  consider  that  it  holds  its  se- 
curities for  investment  purposes  only.  I  am  not  now  dis- 
cussing the  question  whether  in  determining  surplus  or 
guaranty  fund,  the  par,  the  market  or  the  investment  value 
should  obtain — this  is  another  matter;  for  present  purposes 
we  are  concerned  only  about  proper  accounting  methods  in 
Tfelation  to  bond  holdings. 

Amortization  and  What  It  Is. 

Amortization  is  a  technical  term  meaning  literally,  to 
kill.  In  finance,  it  means  to  liquidate  a  debt  by  the  crea- 
tion of  a  sinking  fund.  In  investment  accounting,  it  means 
to  replace  a  premium  by  Sictting  aside,  out  of  the  income, 
periodically,  such  amounts  as  will  equal  the  premium  paid, 
at  the  maturity  of  the  bond.  This  should  not  be  done,  as  some 
banks  do,  by  a  single  stroke  of  the  pen,  but  by  a  scientific 
process  of  accounting, — keeping  books,  as  it  were,  with  the 
premium  or  discount  and  the  apparent  (for  it  is  apparent) 
loss  or  gain;  and  when  properly  understood,  amortization 
IS  just  keeping  books. 

Amortization  a  Legal  Requirement. 

Bond  accounting  in  such  institutions  should  be  based 
upon  the  broad  and  equitable  rule  of  finance  and  of  law 
that  the  principal  should  be  kept  intact  at  all  times.  The 
lelationship  between  a  bank  and  its  depositors  in  this  re- 
gard is  similar  to  that  between  the  executor  or  trustee  of 
an  estate  and  the  beneficiaries.  Unless  stipulated  in 
the  will,  the  estate  is  to  be  kept  intact,  and  only  the  net 
income  paid  over  to  the  beneficiarj^;  otherwise  the  remain- 
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derman  will  come  into  his  inheritance  only  to  find  the  prin- 
cipal depleted  by  overpayment  of  income.  '^The  capital  of 
the  trust  should  he  kept  intact,  and  that  to  that  end  an  ade- 
quate proportion  of  the  annuul  income  should  be  set  apart 
to  make  good  the  amount  paid  in  premiums  in  order  to  se- 
cure a  proper  investment,  it  is  the  duty  of  the  trustee,  who 
has  invested  the  trust  funds  in  bonds  purchased  at  a  pre- 
mium, to  set  apart  out  of  the  income  payable  to  the  life 
beneficiary  a  sufficient  sum  each  year  with  which  to  form  a 
sinking  fund  of  such  extent  that  the  principal  of  the  trust 
will  be  kept  intact  and  unimpaired/^  N.  Y.  Life  Ins.  and 
Tr.  Co.  V.  Baker,  165  N.  Y.  484. 

Section  246  of  the  New  York  Banking  Act  requires 
that  "The  stocks,  bonds,  promissory  notes  or  other  interest- 
bearing  obligations  purchased  by  a  savings  bank  shall  not 
be  entered  on  its  books  at  more  than  the  actual  cost  thereof, 
and  shall  not  thereafter  be  carried  upon  the  books  for  -a 
longer  period  than  until  the  next  declaration  of  dividends, 
or  in  any  event  for  more  than  one  year,  at  a  valuation  ex- 
ceeding their  present  cost  as  determinied  by  amortization, 
that  is,  by  deducting  from  the  cost  of  any  such  stock  or 
security  purchased  for  a  sum  in  excess  of  the  amount  pay- 
able thereon  at  maturity,  and  charging  to  profit  and  loss,  a 
sufficient  sum  to  bring  it  to  par  at  maturity,  or  adding  to 
the  cost  of  any  such  stock  or  security  purchased  at  less  than 
the  amount  payable  thereon  at  maturity  and  crediting  to 
profit  and  loss,  a  sufficient  sum  to  bring  it  to  par  at  ma- 
turity." 

As  already  suggested,  three  elements  enter  into  every 
bond  transaction  that  has  for  its  purpose  a  permanent  in- 
vestment. These  are,  cost,  maturity,  and  interest  rate;  or, 
we  might  put  it,  maturity,  face  rate,  and  expected  income 
rate,  for  ha\ing  these  the  cost  can  be  ascertained  by  the  use 
of  Bond  Tables,  the  best  known  of  which  are  those  of  Mont- 
gomery Rollins  and  Charles  E.  Sprague.  The  latter  car- 
ries the  computations  to  six  decimals,  and  are  more  accu- 
rate in  large  transactions  than  the  former.  Knowing  the 
cost  and  the  maturitv,  we  can  readilv  ascertain  the  income 
basis  (knowing,  of  course,  the  face  rate) ;  or,  knowing  the 
expected  income,  the  maturity  and  the  face  rate,  we  can 
easilv  determine  the  cost. 

The  income,  or  interest,  is  represented  by  the  coupona 
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(little  promises  to  pay)  attached  to  the  main  promise;  or 
in  the  event  of  registry,  the  periodical  receipt  of  check  cov- 
ering the  interest  promised. 

A  Rising  or  a  Falling  in  Value. 

But  whatever  the  cost,  or  the  form  of  the  instrument, 
we  have  two  periods  of  fixed  value,  the  time  of  purchase — 
cost,  and  the  time  of  maturity — par.  During  the  interim, 
we  have  a  gradually  ascending  or  descending  value,  depend- 
ing upon  whether  the  bond  is  a  premium  security  or  one 
at  a  discount.  The  premium  bond  loses  in  value  steadily 
until  it  reaches  par;  while  the  discount  bond  increases  in 
value  until  it  also  reaches  par,  or  100.  It  is,  therefore,  vital 
to  the  investor  to  know  just  how  much  this  increase  or  de- 
crease is;  for  otherwise  he  will  be  led  to  believe  that  he  is 
recei\H[ng  more  than  he  bargained  for  on  the  one  hand,  and 
sooner  or  later  must  take  his  loss;  while,  on  the  other  hand, 
if  he  holds  a  discount  bond,  he  will  receive  less  than  the  ex- 
pected income  and  sooner  or  later  (certainly  at  maturity) 
will  find  a  profit  attending  his  investment  which  while 
apparently  a  sudden  occurrence,  has  been  steadily  going  on 
ever  since  purchase.  (This,  of  course,  presumes  the  invest- 
ment is  made  for  investment  and  not  for  speculative  pur- 
poses, otherwise  the  amortization  theory  will  simply  tell  how 
much  must  be  realized  at  a  given  time  to  obtain  the  expected 
income  and  principal  in  full-)  It  matters  not  how  much 
the  cost  may  have  been,  even  if  in  excess  of  the  true  value, 
for  having  bought  for  income,  and  not  for  trading,  the  in-  * 
vestor  can  tell  to  a  certainty  what  liis  money  will  earn,  and 
buying  for  investment  only,  he  may  pay  his  own  price  and 
yet  receive  all  that  he  bargains  for. 

Institutions  as  well  as  investors  have  been  inclined  to 
ignore  this  gradual  increase  or  decrease  in  the  value  of  their 
holdings  and  consider  the  gain  or  loss  as  immediate^  which 
is  not  and  cannot  be  true,  except  in  case  of  sale.  If  par  ia 
paid  for  a  security  the  process  of  amortization  vdW  not 
apply;  but  this  is  infrequent.  Many  banks  pride  them- 
selves on  holding  their  bonds  at  par  in  their  statements, 
and,  if  they  are  all  premium  bonds ^  it  is  a  conser\^ative 
basis,  to  say  the  least;  but  if  discount  issues  are  much  in 
evidence,  it  is  like  unto  a  merchant  taking  inventory  at 
selling  prices.     And,  again,  other  banks  make  it  a  custom 
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to  charge  all  premiums  to  profit  and  loss  and  make  an  im- 
mediate adjustment  of  the  loss,  or  take  the  expected  profit; 
but  the  practice  of  marking  vj)  is  not  so  common  as  mark- 
ing them  down.  However,  both  processes  are  incorrect. 
Another  method,  which  is  quite  frequent,  is  to  carry  a  pre- 
mium account  and  charge  off  each  year  as  much  '*as  they 
can  spare." 

This  is  utterly  unfair  to  all  concerned — the  bank,  the 
depositor,  the  surplus  and  the  investment.  An  institution 
like  a  savings  bank  has  no  more  right  to  pay  its  depositors 
more  than  it  has  earned  than  a  trustee  has  to  pay  a  bene- 
ficiary the  whole  income  from  a  premium  bond.  //  it  does 
it  impairs  the  principal  of  its  trust.  Likewise  it  has  no 
right  to  consider  the  surplus  depleted  at  every  bond  pur- 
chase, or  suddenly  inflated  at  every  maturity.  The  bank 
man  may  know  that  he  paid  101  for  a  bond  and  gets  100, 
or  pays  but  90  and  gets  100,  and  somewhere,  some  time,  he 
has  suffered  a  loss  or  made  a  gain,  but  when  and  how  he 
does  not  know.  It  therefore  behooves  him  to  find  out  just 
hoxc  much  his  money  earns  for  him,  and  when  and  how  he 
makes  a  profit  or  takes  a  loss.  Amortization  will  tell  him 
both  when  and  how.  As  aforesaid,  this  loss  or  gain  is  ap- 
parent only. 

Two  Methods  of  Amortization. 

There  are  two  methods  of  amortizing  a  bond,  either  of 
which  will  give  good  results.  The  first  is  the  true,  or  sci- 
entific method,  and  the  other  is  the  average,  or  pro  rata, 
sometimes  called  the  "common  sense  method."  The  scien- 
tific, as  its  name  implies,  is  mathematically  correct.  It  is 
based  on  the  principle  that  only  the  net  income  is  received, 
and  the  difference  between  the  interest  actually  received  and 
that  which  is  actually  earned  is  the  amount  to  be  set  aside 
for  the  replacement  of  the  premium;  or,  to  put  it  in  an- 
other form: 

Interest   received — interest   earned=amortization. 

To  illustrate:  A  five  per  cent,  bond,  five  years  to  run, 
bought  to  net  4  per  cent.,  costs  104.49,  or  $1,044.90.  Evi- 
dently the  latter  sum  is  the  amount  invested  and  not  the 
par  value  of  the  bond,  $1,000.  You  have  paid  $1,044.90  for 
this  piece  of  paper  and  you  must  get  it  all  back,  if  the 
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principal  is  to  be  kept  intact.  You  expect  to  get,  not  5  per 
cent.,  but  4  per  cent.,  on  your  money,  as  it  was  purchased 
with  this  in  mind.  Now,  the  interest  on  $1,044.90  at  4  per 
cent,  is  $41.80  a  year.  But  you  get  5  per  cent,  on  $1,000 
($50.00)  which  is  more  than  you  bargained  for.  There- 
fore the  difference  between  what  you  should  have  had 
($41.80)  and  the  amount  received  ($50.00)  is  the  part  pay- 
ment  of  your  premium  handed  back  to  you  out  of  the 
interest. 

If  the  book  of  bond  tables  is  used,  the  value  of  a  security 
at  any  given  time  and  rate  may  easily  be  found  by  turning 
to  the  proper  page  and  column;  but  inasmuch  as  "split 
rates,"  such  as  a  4.80  bond  on  a  4.18  basis,  are  not  provided 
for  in  the  tables,  such  problems  necessitate  "splitting"  the 
figures  given  in  the  tables.  A  simpler  way  is  to  multiply 
the  invested  amount  by  the  income  rate  and  subtract 
cs  above  shown.  On  a  discount  bond  the  operation  is  re- 
versed. Here  the  interest  received  will  not  be  the  true 
amount  and  will  need  to  have  the  amortization  added  in 
order  to  reflect  the  correct  income  on  that  security.  Ex- 
ample: A  4  per  cent,  bond,  five  years  to  run,  on  a  5  per 
cent,  basis,  costs  95.62,  or  $956.20.  The  income  expected  is 
5  per  cent,  and  not  the  face  rate — 4  per  cent.  Now  the 
interest  on  $956.20  at  5  per  cent,  is  $47.81.  But  the  bonds 
pay  but  4  per  cent,  on  $1,000,  or  $40.00.  Therefore  the 
difference  between  the  amount  received  and  that  which  was 
due  according  to  the  calculation  at  purchase  should  be 
added  to  the  income  and  chai:ged  to  the  bond,  making  the 
true  income  $47.81  for  the  first  year,  and  the  value  at  the 
end  of  the  first  year  96.40,*  as  the  tables  will  show.  This 
amount  is  the  increase  in  the  bond  value  as  it  approaches 

maturitv. 

» 

Having  a  clear  idea  of  what  amortization  is,  as  applied 
to  a  bond  investment,  and  what  it  is  intended  to  accom- 
plish, let  us  proceed  to  do  it.  The  tables  given  in  connec- 
tion herewith  are  all  based  on  the  one  problem  of  a 
5  per  cent,  bond,  purchased  to  net  4  per  cent.,  due  in  five 
years,  either  straight  or  serially.     Interest  due  semi-an- 


*The  tables  based  on  semi-annual  interest  give  96.41  as  the  value  at  the  four- 
year  period,  but  this  is  near  enough  to  illustrate  the  point.  This  figure  is  ob- 
tained by  adding  $7.81  to  $956.90,  making  $964.01.  ''First  year**  means  first 
year  held;  the  bonds  would  run  four  years  longer,  and  the  value  of  a  "4  year 
t)ond**  on  this  basis  b  96.40. 
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nually.     It  will  therefore  be  easy  to  make  comparisons  of 
the  different  methods. 

A  "Straight''  Issue — Scientific  Method. 

We  shall  take,  first,  an  issue  of  $5,000  of  such  bonds 
purchased  January  1,  1912,  which  run  until  January  1, 
1917,  and  are  due  (Table  No.  1).  By  turning  to  the  book 
of  bond  tables  we  shall  find  that  such  a  bond  is  worth 
$104.49.  This  is  the  value  given  in  Rollins'  Book  of  Bond 
Values.  By  using  Sprague's  Extended  Bond  Tables,  which 
give  the  values  to  the  nearest  cent  on  a  million  dollars,  the 
price  would  be  slightly  different.  But  inasmuch  as  the 
Rollins'  Tables  are  in  more  general  use  than  the  Sprague, 
we  shall  use  these  as  the  basis  of  our  calculations.  By  turn- 
ing to  the  pages  headed  5,  4  1-2,  4,  8  1-2,  8,  2  1-2,  2,  1  1-2,  1 
and  1-2  years,  opposite  the  4%  in  the  left-hand  margin, 
we  will  find*  the  figures  given  in  the  last  column  of  Table 
No.  1.  These  are  the  values  at  the  different  periods.  By 
subtracting  the  value  at  one  period  from  the  value  at  the 
next  preceding  period  we  get  the  amortization  for  the  pe- 

TABLE  NO.  1. 

Table  1. — Five  per  cent  bond  on  four  per  cent,  income  basis.  Purchased 
lanuary  1,  1912;  due  January  1,  1917;  five  years  "straight"  Amortized  by  use 
3f  Rollins'  Bond  Tables,  which  give  the  values  at  the  different  periods  as  in  the 
last  column. 

Par       Amorti-     True      Investm't       Interest         Amount 
Date.  Value.      zation.    Interest     Value.*  Due.  Due.      Rate. 

Jan.  1,  1912  $5,000  $5,224.50  104.49 

July  1,  1912       ^0.50  $104.50  5,204.00  July  1, 1912  $125.00  104.0S 

Jan.  1,1913       21.00  104.00  5,183.00  Jan.  1,1913  125.00  103.66 

July  1,1913       21.00  104.00  5,162.00  July  1, 1913  125.00  103.24 

Jan.  1,1914       22.00  103.00  5,140.00  Jan.  1,1914  125.00  102.80 

July  1,1914       22.00  103.00  5,118.00  July  1, 1914  125.00  102.36 

Jan.  1,1915       23.00  102.00  5,095.00  Jan.  1, 1915  125.00  101.90 

July  1,1915       23.00  102.00  5,072.00  July  1, 1915  125.00  101.44 

Jan.  1,1916       23.50  101.50  5,048.50  Jan.  1.1916  125.00  100.97 

July  1,1916       24.00  101.00  5,024.50  July  1,1916  125.00  100.49 

Jan.  1,1917       24.50  100.50  5,000.00  Jan.  1,1917  125.00  100.00 

$224.50   $1,025.50  $1,250.00 

• 

•The  Sprague  tables  would  be  slightly  different  from  these  figures. 

riod.  This  amount  taken  from  the  interest  received  gives 
the  true  interest  which  has  been  earned  on  this  investment. 
This  is  the  scientific  method,  bv  use  of  the  bond  tables.     It 


*In  the  "5%  column. 


»» 
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will  be  observed  that  the  amortization  plus  the  true  inter- 
est equals  the  interest  received,  both  in  the  various  amounts 
and  in  total,  thus  proving  the  result  of  the  whole  computa- 
tion.   Table  No.  1  will  bear  out  these  observations. 

TABLE  NO.  2. 

Table  S, — Bond  purchased  at  an  intennediate  period.  Five  per  cent,  bond 
on  four  per  cent,  basis;  four  years  and  nine  months  to  run;  bought  April  1. 
Amortized  as  of  January  and  July  to  k$ep  the  dat$$  uniform.    For  rule  see  text. 

Values  at  different  periods  from  Rollins'  Tables  of  Bond  Values. 

Par        Amorti-      True        Investment  Interest         Amount 

Date.  Value.        zation.     Interest.       Value.*  Due.  Due. 

April  1,  1910  $5,000  $5,214.25  

Julv  1,1910          $10.25  $52.25  5,204.00  July  1,  1910  ••$62.50 

Jan.  1,1911           21.00  104.00  5,183.00  Jan.  1,  1911  125.00 

Julv  1,1911           21.00  104.00  5,162.00  July  1,  1911  125.00 

Jan.  1, 1912           22.00  103.00  5.140.00  Jan.  1,  1912  125.00 

July  1,1912           22.00  103.00  5,118.00  July  1,  1912  125.00 

Jan.  1, 1913           23.00  102.00  5,095.00  Jan.  1,  1913  125.00 

July  1, 1913           23.00  102.00  5,072.00  July  1,  1913  125.00 

Jan.  1,  1914           23.50  101.50  5,048.50  Jan.  1,  1914  125.00 

Julv  1,1914           24.00  101.00  5,024.50  July  1.  1914  125.00 

Jan.  1, 1915           24.50  100.50  5,000.00  Jan.  1,  1915  125.00 

$214.25      $973.25  $1,187.50 

*  The  Sprague  tables  would  vary  somewhat  from  these  figures,  owing  to  more 
accurate  computations. 

••  There  would  be  six  months*  interest  due  at  this  time,  but  the  bank  would 
only  be  entitled  to  three  months'  Interest.  To  make  problem  balance  only  net 
Interest  has  been  included. 

Bonds  Purchased  at  Odd  Dates. 

Table  No.  2  shows  the  same  bond  purchased  on  April 
1,  1910,  and  amortized  as  of  January  and  July.  It  is 
better  to  keep  all  amortizations  at  ^uniform  dates  for  con- 
venience in  making  reports  and  adjusting  the  general  led- 
ger to  conform  with  the  bond  book.  In  New  York  State 
amortization  being  compulsory  for  savings  banks  and  trust 
companies,  and  the  reports  of  the  former  being  required 
January  and  July,  uniform  dates  greatly  facilitate  the 
work.  Where  the  period  is  even,  as,  in  this  case,  four  years 
and  nine  months,  it  is  not  a  difficult  matter  to  ascertain 
the  value  of  the  bond,  or  the  amortisation  for  the  period, 
as  it  is  a  simple  "split"  in  the  table;  thus:  Value,  4  years 
and  6  months,  $104.08.  Value  5  years,  $104.49;  add  to- 
gether, equals  $208.57.  Divide  by  2,  equals  $104,285  x  5 
equals  $5,214.25,  cost  of  the  lot.  Valued  at  4  1-2  vears 
(July  1,  1910,)  $104.08,  x  5  equals  $5,204.00,  which  taken 
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from   previous   value,   $5,214.25,    leaves   the    amortization 
July  1,  $10.25.    But  when  a  bond  is  purchased  at  an  odd 
date,  as,  for  instance,  April  22,  to  find  the  value  at  thai 
date    and    the    amortization    for    the    two    months     and 
eight  days  is  a  more  difficult  matter.     To  ascertain   the 
correct  cost  necessitates  "splitting"  the  tables,  and  for  this 
process  the  reader  is  referred  to  a  treatise  on  tBis  subject 
pubUshed  by  the  author  of  the  extended  bond   tables  re- 
ferred to  above,  Mr.  C.  E.  Sprague,  late  President  Union 
Dime  Savings  Bank,  New  York.*    But  to  ascertain  the 
correct  amortization  for  the  period  from  April  22  to  July 
1,  find  the  true  interest  for  the  period  (69  days*  interest  on 
95j211.55  at  i  per  cent.)  and  deduct  this  from  the  interest 
due   (69  days'  interest  on  $5,000  at  5  per  cent.)   and  the 
difference  is  the  amortization  for  the  69  days.     After  this 
the  work  can  proceed  as  in  Table  1. 

Serial  Bonds — How  to  Figure  the  Cost. 

Thus  far  no  serious  difficulty  is  likely  to  arise,  as  the 
rules  are  simple,  depending  largely  upon  finding  proper 
columns  and  pages.  But,  in  the  case  of  a  serial  bond,  more 
difficulty  attends.  In  the  first  place  the  amortization,  being 
based  upon  computations  mathematically  correct,  the  cost 
price  must  he  hosed  on  like  computations,  or  the  result 
will  not  work  out  correctly. 

In  serial  bonds  it  is  the  general  custom  among  bond 
houses  to  quote  prices  by  averages.  For  instance,  Mr. 
Bondman  offers  a  lot  of  bonds,  five  per  cents.,  due  serially 
from  1912  to  1917,  on  a  four  per  cent,  basis.  You  ask  him, 
"How  much  will  they  cost?"  He  quickly  adds  one  and 
five  (the  time  the  first  and  last  bonds  have  to  run),  di- 
vides the  amount  (6)  by  two  and  gets  three  as  the  average. 
He  turns  to  three-year  bonds  in  the  aforesaid  tables,  finds 
the  rate  to  be  102.80,  and  you  take  them  at  that  pric€^ 
$5,140.  After  handing  him  his  check  you  endeavor  to 
amortize  them  according  to  the  above  rules  (scientifically), 
get  an  average  of  $1.80  at  the  end  of  the  calculation,  and 
wonder  what  can  be  the  matter.  The  trouble  is,  you  paid 
him  too  much. 


•Amortization — a  guide  to  the  ready  computation  of  the  investment  value  of 
bonds,  etc. 
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Bond  No.  1  runs  one  year  and  is  worth  (find  it  in  your  book) . .  $1,009.70 

Bond  No.  2  runs  two  years  and  is  worth 1,019.00 

Bond  No.  3  runs  three  years  and  is  worth 1,0^.00 

Bond  No.  4  runs  four  years  and  is  worth 1,036.60 

Bond  No.  5  runs  five  years  and  is  worth 1,044.90 

Cost  of  lot $5,138.20 

Cost  of  the  lot  by  average  method  of  determining  cost  price 

($1,098.00x5)    $5,140.00 

Difference $1.80 

It  is  therefore  essential  that  the  price  be  correct  if  the 
scientific  method  is  used.  For  this  reason  the  average  or 
pro  rata  method  is  desirable  as  the  accuracy  of  the 
amortization  does  not  depend  upon  the  cost.  The  premium 
is  pro-rated  over  the  period,  and  a  slight  variation  in  the 
cost,  either  one  way  or  the  other,  does  not  affect  the  ulti- 
mate result. 

Amortization   of   Serial  Bonds — Scientific   Method. 

Table  No.  8  shows  a  serial  bond  of  same  character  as 
those  given  above.  One  bond  matures  each  year  for  5 
years.  The  result  in  this  instance  has  been  computed  with- 
out the  use  of  the  table. 

TABLE  NO.  3. 

Table  3. — Serial  bond.  Scientific  amortisation.  A  five  per  cent,  bond,  due 
1910-1915,  on  four  per  cent,  basis. 

Amortization  determined  by  multiplying  the  investment  value  by  income  rate 
(four  per  cent.)  and  subtracting  this  from  the  interest  received. 

Par        Amorti-      True       Investment  Interest         Amount 

Date.  Value.        zation.     Interest.        Value.  Due.  Due. 

Jan.  1,1910  $5,000 $5,138.20  

July  1,1910           $99.24  $109.76  5,115.96  July  1,  1910  $I:?5.00 

Jan.  1,1911  4,000  99.68  109.39  4,093.98  Jan.  1,  1911  195.00 

July  1,1911           18.14  81.86  4,075.14  July  1,  1911  100.00 

Jan.  1,1919  3,000  18.50  81.50  3,056.64  Jan.  1,  1919  100.00 

Julv  1.1919           13.88  61.19  3,049.76  July  1,  1919  75.00 

Jaii.  1,1913  9,000  14.16  60.84  9,028.60  Jan.  1.  1913  75.00 

July  1, 1913           9.44  40.56  9,019.16  July  1,  1913  50.00 

Jan.  1.1914  1,000  9.69  40.38  1,009.54  Jan.  1,  1914  50.00 

Julv  1, 1914           4.82  90.18  1.004.72  July  1,  1914  25.00 

Jan.  1, 1915           4.72»  20.28  1,000.00  Jan.  1,  1915  25.00 

$138.20      $611.80  $750.00 

•  Where  there  is  a  discrepancy  in  the  last  amortization,  usually  a  few  cents 
due  to  dropping  the  half  cents,  it  can  be  adjusted  in  the  last  amortization. 

Average  (or  Pro  Rata)  Method. 

We  shall  now  take  up  the  average  (or  pro  rata)  method, 
which  is  simpler  and  in  small  transactions,  gives  satisfactory 
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results.  The  idea  is  simply  this:  The  amount  of  the  pre- 
mium must  be  Uquidated  during  the  course  of  a  number 
of  years.  The  principal  is  gradually  reduced  by  the  re- 
placement of  the  premium;  but  for  present  purposes  we 
shall  take  a  straight  issue,  five  years  to  run,  and  therefore 
dixnde  the  premium  into  as  many  parts  as  there  are  interest 
periods,  and  the  result  will  be  the  proper  charge  against 
each  year.  This  is  not  mathematically  correct,  but  far  bet- 
ter than  the  "hit  or  miss"  method  suggested  above. 

By  comparing  Table  1  with  Table  4,  it  will  be  seen 
that  the  charge  against  the  first  year  is  $20.50  by  the  sci- 
entific method  (Table  1),  and  $22.45  by  the  average  meth- 
od (Table  4).  In  the  last  period  the  charge  is  the  same 
in  the  average  method,  but  increased  to  $24.50  by  the  sci- 
entific. If  the  sum  involved  was  larger,  the  comparison 
would  be  more  forcible,  but  the  ratio  would  be  the  same. 

TABLE  NO.  4. 

Table  4. — Average  or  pro  rata  method  of  amortization.  Five  per  cent,  bond, 
five  years  to  run;  purchased  January'!,  1910;  due  January  I,  1915.  Premium, 
92^4.50,  divided  into  ten  equal  parts. 

Par        Amorti-      True       Investment  Interest         Amount 

Date.  Value.        cation.     Interest.        Value.  Due.  Due. 

Jan.  1.1910  $5,000  $5,224.50          .: 

July  1,1910           $22.45  $102.55  5,202.05  July  1,  1910  $195.00 

Jan.  1,1911           22.45  102.55  5,179.60  Jan.  1,  1911  195.00 

Julvl,  IMI           22.45  102.55  5,157.15  July  1,  1911  195.00 

Jan.  1, 1912           22.45  102.55  5,1*4.70  Jan.  1,  1912  195.00 

Julv  1.1912           22.45  102.55  5,112.25  July  1,  1912  195.00 

Jan.  1,1913           22.45  102.55  5,089.80  Jan.  1,  1913  195.00 

Julv  1,1913           92.45  102.55  5,067.35  July  1,  1913  125.00 

Jan.  1, 1914           92.45  102.55  5,044.90  Jan.  1,  1914  125.00 

July  1,1914           22.45  102.55  5,022.45  July  1,  1914  125.00 

Jan.  1,1915           22.45  102.55  5,000.00  Jan.  1,  1915  125.00 

$224.50    $1,025.50  $1^50.00 

Serial  Bonds — Pro  Rata  Method. 

Serial  bonds  are  the  most  troublesome,  and  more  de- 
tailed explanation  will  be  necessary,  especially  if  amortized 
by  the  average  method.  Here  we  shall  have  a  lessening 
principal  each  year.  The  amortization  will  be  reduced 
likewise.     Therefore  the  following  rule  will  be  useful: 

1.  Divide  the  premium  by  the  average  number  of  years 
the  bonds  run;  this  will  give  the  average  amortization. 

2.  Divide  the  average  amortization  by  the  number  of 
bonds:  this  will  give  the  annual  reduction. 


BOND  AMORTIZATION  419 

In  this  instance  our  bonds  cost  us  $5 J  40,  as  was  found 
on  page  422,  and  we  have  the  premium,  $140,  divided  by  8 
(average  time  to  run)  which  gives  $46.66  as  the  average 
amortization.  $46.66  divided  by  5  (the  number  of  bonds) 
gives  $9.88  as  annual  reduction.  We  can  prove  that  our 
work  is  right  before  making  any  subtractions  by  striking 
a  total,  and  at  same  time  prove  the  correctness  of  our 
theory,  thus: 

Amortization  for  first  year  (five  bonds  are  in  force)  and  we  take 

five-fifths  of  the  average  amortisation,  or $46.66 

Amortization  second  year  (four  bonds  are  in  force)  and  we  talce 
four-fifths  ef  $46.66,  or  $46.66,  less  the  reduction,  $9.33, 
which  is   37.33 

Amortization  third  year  (three  bonds  are  in  force)  and  we  take 
three-fifths  of  ^6.66,  or  the  last  amount,  $3733  less  $9.33, 
obtaining  for  the  third  year , 98.00 

Amortization  fourth  year  (two  bonds  are  in  force)  and  we  take 
two-fifths  of  $46.66,  or  $98.00  less  $9.33,  and  get  for  the 
fourth  year  18.67 

Amortization  fifth  year  (one  bond  is  in  force)  and  we  take  one- 
fifth  of  $46.66,  or  $18.67  less  $9.33,  and  get 9.34 

Which  added  together  gives  us  the  total  desired $140.00 

This  shows  the  computations  to  have  been  correct,  and 
all  figures  made  in  the  accounting  of  this  issue  will  like- 
wise be  correct.     We  have  proven  the  whole  transaction. 

The  amortization  for  the  half-yearly  periods  will  be 
one-half  of  the  amount  for  the  year.  The  tible  will  stand 
like  this: 

TABLE  NO.  5. 

Table  5. — Serial  bond.  Average  or  pro-rata  method.  Rule:  Divide  the  pre- 
mium by  the  average  time  to  run,  which  gives  average  amortization.  Divide 
average  amortization  by  the  number  of  bonds,  which  gives  annual  reduction. 


Par 

Amorti- 

True 

Market 

Interest 

Amount 

Date. 

Value. 

zation. 

Interest. 

Value. 

Due. 

Due. 

Jan.  1,1910 

$5,000 

$5,140.00» 

Julv  1. 1910 

$23.33 

$101.67 

5,116.67 

July  i,  1910 

$125.00 

Jan.  1, 1911 

4,000 

23.33 

101.67 

4,093.34 

Jan.  1,  1911 

125.00 

Julv  1.1911 

18.67 

81.33 

4,074.67 

July  1,  1911 

100.00 

Jan.  1,1919 

3,000 

18.66 

81.34 

3,056.01 

Jan.  1,  1912 

100.00 

Julv  1, 1912 

14.00 

61.00 

3,042.01 

July  1,  1912 

75.00 

Jan.  1, 1913 

2,000 

14.00 

61.00 

2,028.01 

Jan.  1,  1913 

75.00 

Julv  1, 1913 

9.34 

40.66 

2,018.67 

July  1,  1913 

50.00 

Jan.  1,1914 

1,000 

9.33 

40.67 

1,009.34 

Jan.  1,  1914 

50.00 

Julv  1, 1914 

4.67 

20.33 

1,004.67 

July  1,  1914 

25.00 

Jan.  1, 1915 

4 

4.67 

20.33 

1,000.00 

Jan.  1,  1915 

25.00 

$140.00 

$610.00 

$750.00 

♦  Price  is  $1.80  too  much  to  illustrate  the  point  made  in  the  text  that  price 
iioet  not  efect  the  average  method  of  amortization. 
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Serial  Bonds  Running  More  Than  One  Year  Befose 

First  Maturity. 

But  bonds  frequently  have  from  two  years  upwards  to 
run  before  the  first  bond  falls  due.  Our  rule  as  above 
will  not  work  in  such  cases,  as  the  bonds  will  be  due  long 
before  the  premium  is  replaced.  We  therefore  evolve  this 
rule:  In  cases  where  serial  bonds  do  not  begin  to  mature 
one  year  after  purchase,  the  amortization  for  th^  first  year 
is  the  amortization  for  each  year  until  the  first  bond  falls 
due.  After  this  apply  the  rule  as  above  given  and  it  will 
work  out  properly.  Table  6  shows  this  principal.  Here  the 
bonds  run  three  years  before  the  first  maturity,  and  we  take 
the  amortization  for  1910  as  the  amortization  for  1911  and 
1912  also,  giving  three  years  alike,  until  January  1,  1913, 
when  the  reduction  begins  to  take  effect.  This  .must  be 
clearly  understood  or  confusion  and  inaccuracy  will  result 
in  the  effort  to  apply  the  pro  rata  method  to  serial  bonds  of 
this  sort.  The  last  amortization  must  fall  on  the  due  date 
of  the  last  bond,  or  the  work  has  been  incorrect. 

table  no.  6. 

Table  6. — Serial  bond  running  three  years  before  first  maturity.    Average- 
method.    Purchased  January  1,  1910;  due  January  1,  1913-'17.    For  rule  see  text. 

Par        Amorti-      True       Investment  Interest         Amount 

Date.  Value.        zation.     Interest        Value.  Due.  Due. 

Jan.  1, 1910  $5,000  $5^22.90          

Jul7  1, 1910          $22.29  $102.71  5,200.61  July  1,  1910  $125.00 

Jan.  1,1911           22.29  102.71  5,178.32  Jan.  1,  1911  125.00* 

July  1,1911           22.29  102.71  5,156.03  Julv  1.  1911  125.00 

Jan.  1,1912          22.29  102.71  5,133.74  Jan.  1,  1912  125.00 

July  1,1912          22.29  102.71  5,111.45  Julv  1,  1912  125.00' 

Jan.  1,1913  4,000  22.29  102.71  4,089.16  Jan.  1,  1913  125.0O 

July  1,1913          17.84  82.16  4.071.32  Julv  1,  1913  100.00 

Jan.  1,1914  3,000  17.83  82.17  3,053.49  Jan.  1,  1914  lOO.OO 

July  1,1914          13.38  61.62  3,040.11  Julv  1,  1914  75.00 

Jan.  1,1915  2,000  13.38  61.62  2,026.73  Jan.  1,  1915  75.00 

July  1,1915          8.93  41.07  2,017.80  Julv  1,  1915  50.00 

Jan.  1,1916  1,000  8.92  41.08  1.008.88  Jaii.  1,  1916  50.00 

July  1,1916           4.44  20.56  1,004.44  July  1,  1916  25.00* 

Jan.  1,1917          4.44  20.56  1,000.00  Jan.  1,  1917  25.00 

$222.90   $1,027.10  $1,250.00 

Discount  Bonds. 

All  that  has  been  said  will  applv  to  discount  bonds,  in- 
versely. In  this  class  of  securities  the  amortization  is  added 
to  the  interest  received  to  get  the  true  interest  earned.     It 


•  I 


si  , 

is; 

«^  !  J  i 

tail 


i! 


t  if 

n  i 


s 

"1 

" 

! 
1 

: 

■ 

:  ! 

! 
1 

.- 

"i 

. 

1 

■     ■ 

* 

i 

^j 

1 
1 

1 

P 

: 

^  ^ 

; 

[ 

1 

' 

" 

• 

■ 

'•■'■ 

= 

\ 

J 

; 

H       1 

■^ 

* 

■ 

:  • 

■ 

3 

' 

.; 

d 

,i 

"?^ 

?! 

- 

J 

J 

'j 

r 

~^ 

A 

~J 

■i 

1 

1 

\ 
1 

i 

< 

^ 

>« 

1 

« 

1 

1 

J 

422     THE  SAVINGS  BANK  AND  ITS  PRACTICAL  WORK 

is  obvious  that  a  4  per  cent,  bond  purchased  to  net  5  per 
cent,  earns  more  than  the  face  rate.  The  annual  accretion 
must  therefore  be  charged  against  the  bond  and  credited 
to  income  account,  thus  giving  the  bank  the  benefit  of  this 
annual  increase  in  value;  and,  as  the  bond  approaches  ma- 
turity, its  holding  value  increases  until,  at  the  time  of  pay- 
ment, it  stands  at  exactly  par — the  sum  that  will  be  re- 
ceived for  it. 

TABLE  NO.  7. 

Table  7. — ^Discount  bond.  Four  per  cent,  bonds  on  five  per  cent  basis; 
five  jnears  to  run.  Amortization  by  accretion.  True  Interest  =  Interest  received 
4-  Amortization.  Values  at  different  periods  from  Rollins'  Bond  Tables.  Prac- 
tically the  same  result  would  be  obtained  by  multiplying  the  investment  value  hy 
income  rate.  In  this  instance,  $4,781.00  X  ^Vz  (six  months  interest  at  five  per 
cent.)  would  give  $119.59,  instead  of  $119.50,  as  per  the  table. 

Par        Amorti-      True        Investment  Interest         Amount 

Date.  Value.        zation.     Interest.        Value.  Due.  Due. 

Jan.  1,1910  $5,000  $4,781.00  

July  1,1910           $19.50  $119.50  4,800.50  July  1,  1910  $100.00 

Jan.  1,1911           20.00  120.00  4.820.50  Jan.  1,  1911  100.00 

Julv  1,1911           21.00  121.00  4,841.50  July  1,  1911  100.00 

Jan.  1,1912           21.00  121.00  4,862,50  Jan.  1,  1912  100.00 

Julv  1,1912           21.50  121.50  4,884.00  July  1,  1912  100.00 

Jan.  1.1913           22.00  122.00  4,906.00  Jan.  1,  1913  100.00 

Julv  1, 1913           22.50  122.50  4,928.50  July  1,  1913  100.00 

Jan.  1,1914           23.50  123.50  4,952.00  Jan.  1,  1914  100.00 

Julv  1, 1914           23.50  123.50  4,975.50  July  1,  1914  100.00 

Jan.  1,1915           24.50  124.50  5,000.00  Jan.  1,  1915  100.00 

$219.00   $1,219.00  $1,000.00 

Bond  amortization  is  not  a  perplexing  art,  although 
the  meihods  of  estimating  bond  values  involve  technical 
knowledge  of  mathematics  and  accounting.  Once  the  the- 
ory is  clearly  in  mind  it  is  not  burdensome;  and,  by  usin^ 
the  pro  rata  method,  the  problem  can  be  proven  at  the 
start,  thus  avoiding  errors  in  subtracting  across  columns. 
If  the  amortization  foots  up  correctly  the  investment  value 
must  reduce  to  nothing  in  like  amounts.  But  where  large 
amounts  are  invested  the  scientific  method  is  recommend- 
ed. While  it  probably  entails  more  labor,  it  is  accurate, 
and  accuracy  always  costs  its  price. 


CHAPTER  XXVI 

SAVINGS  BANK  AUDITS 

The  first  question  that  arises  concerning  a  savings 
bank  audit  naturally  is,  why  should  such  an  institution  be 
examined?  And  the  answer  quickly  comes,  first,  that  the 
work  of  the  clerical  force  may  be  tested  and  the  honesty 
and  fidelity  of  the  employees  proved;  and,  second,  to  de- 
termine that  the  institution  is  solvent,  that  the  manage- 
ment is  honest,  the  assets  intact,  the  liabilities  what  fhey 
purport  to  be,  that  it  is  not  violating  the  law,  that  the  pol- 
icies are  safe  and  sound,  and  that  the  work  is  reported 
properly  to  the  board  of  managers.  Small  and  sometimes, 
large  losses  occur  through  carelessness  or  dishonesty  of  the 
clerical  force,  and  it  is  important  that  every  safeguard  shall 
be  afforded  the  men  who  receive  and  pay  money,  as  well 
as  those  who  handle  the  securities  and  records.  Every 
bank  owes  its  employees  a  reasonable  measure  of  protection 
against  temptation,  and  thorough  examinations  are  usually 
recognized  as  one  of  the  best  if  not  the  chief  means  to  this 
end.* 

Bank  Men  aee  Honest. 

It  is  no  doubt  true  that  most  bank  men  are  honest,  as. 
well  as  efficient;  and  while  the  working  force  should  be  sub- 
ject to  examination,  the  officers  themselves  should  be  sub- 
ject to  the  same  process;  and  right  here  it  may  be  well 
to  digress  for  a  moment  to  say  that  every  bank  owes  it  to- 
itself  and  to  its  employees  to  make  the  temptation  to  be- 
tray a  trust  as  light  as  possible;  to  this  end,  every  bank 
should  aim  to  pay  its  employees  an  adequate  salary,  so 
that  the  man  who  handles  money  or  valuables  will  not  be 
tempted  by  an  inadequate  compensation  to  do  those  things 
which  he  would  never  contemplate  if  he  were  well  paid  for 
his  labor.  For  this  reason  one  large  New  York  savings 
bank  pays  its  tellers  $4,000  a  year. 

It  is  easily  to  be  seen  that  the  teller  working  on  a  sal- 
ary of  $1,500  and  handling  millions  in  the  course  of  the 

♦J.  E.  Sterrett,  C.  P.  A.,  before  Philadelphia  Chapter,  A.  I.  B. 
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year,  and  obliged  by  virtue  of  his  office  to  maintain  the 
^gnity  of  his  calUng,  to  dress  reasonably  well,  and  live 
in  a  good  neighborhood,  is  under  a  severe  test  of  honesty. 
The  chances  are  that  he  would  not  be  tempted  if  he  were 
paid  so  well  that  he  could  live  decently  without  feeling  the 
pinch  of  poverty;  but  if  he  must  carefully  economize,  cut 
corners,  deny  himself  most  of  the  luxuries  and  a  few  of 
the  necessities  of  life,  the  odds  are  all  against  him;  and 
on  the  other  hand,  the  bank  would  be  the  gainer,  for  no 
better  safeguard  can  be  placed  upon  the  men  who  are  in 
such  positions  of  trust  than  to  pay  them  so  well  that  they 
can  have  some  of  the  good  things  of  life  through  honest 
means.  A  contented  man  is  better  than  an  insured  one. 
Of  course,  a  small  salary  does  not  excuse  theft,  but  it  often 
helps  wonderfully  to  explain  it;  and  while  the  audit  should 
be  exhaustive  in  its  test  of  the  working  force,  banking  his- 
tory shows  that  few  banks  are  ever  wrecked  by  the  men 
in  subordinate  positions;  those  that  have  succumbed  have 
been  brought  to  ruin  by  the  recklessness  or  dishonesty  of 
the  men  higher  up. 

Let  us  see  what  constitutes  a  complete  and  exhaustive 
verification  of  the  affairs  of  a  savings  bank.  This  divides 
itself  into  four  parts;  thte  examination  by  the  State;  the 
'examination  by  the  trustees;  the  examination  by  an  inde- 
pendent auditor,  and  lastly,  the  internal  audit. 

Examinations  by  the  State  are  made  by  periodical 
visitations  by  the  State  examiners,  running  from  six 
months  to  two  years  in  intervals,  supplemented  by  reports 
rendered  either  quarterly  upon  call,  or  semi-annually  or 
annually  at  stated  times.  These  reports  of  course  are  in 
no  sense  an  audit,  being  merely  a  digest  of  the  bank's 
books.  The  examination  by  the  State  is  supposed  to  be 
an  audit,  but  it  overlooks  in  many  instances  the  most  im- 
portant part  of  the  whole  matter,  the  verification  of  the 
pass  books  and  the  aggregating  of  the  liabilities  as  ex- 
pressed by  the  outstanding  accounts. 

The  internal  audit,  being  made  by  parties  from  the 
inside,  is  practically  no  audit  at  all,  for  in  spite  of  the 
examination,  so-called,  of  trustees,  and  the  checking  of  the 
work  by  the  head  bookkeeper,  and  other  supervising  officers, 
huge  and  inexcusable  defalcations  have  been  visited  on  the 
•savings  as  well  as  other  banks. 

The  onlv  true  audit  is  one  made  under  the  direction  of 
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an  outside  party  who  has  no  interest  in  the  bank  whatever, 
and  whose  sole  end  and  aim  is  to  get  at  the  root  of  things 
and  uncover  the  condition  of  the  bank  at  a  particular  time, 
without  regard  to  the  feelings  of  those  whose  work  is  under 
surveillance.  Such  an  audit  by  an  independent  party  has 
been  reconunended  year  by  year  by  the  Auditing  Committee 
of  the  American  Bankers'  Association,  and  many  large 
banks  now  employ  such  a  person,  both  to  check  up  the  work 
at  monthly  or  semi-annual  periods,  as  a  safeguard  upon  the 
accounting  system,  and  also  at  intervals  to  review  every 
pass  book  wWch  is  presented  for  any  purpose  whatever. 

The  first  thing  to  determine  in  such  a  process  is:  do  the 
assets  as  called  for  by  the  books  of  the  bank  really  exist? 
Not,  are  there  vouchers  for  these  assets  or  memoranda  of 
the  same,  but  are  they  in  their  original  form  in  the  posses- 
sion of  the  bank  and  unhypothecated  ?  and  second,  are  the 
liabilities  as  per  the  pass  books  the  same  as  shown  by  the 
general  ledger,  and,  if  so,  is  the  bank  sound  in  all  that  the 
term  "soundness"  impHes. 

The  Psychology  of  an  Audit. 

There  is  psychology  in  bank  audits  as  well  as  in  other 
things.  The  manner  in  which  it  is  conducted  and  the 
object  in  mind  have  much  to  do  with  its  success.  To  be- 
gin with  the  assumption  that  the  bank  man  is  honest  and 
the  audit  will  prove  him  so,  is  much  better  than  to  as- 
sume that  every  man  is  a  rogue  and  must  be  caught.  The 
auditor  or  examiner  who  enters  the  bank  at  nine  o'clock 
in  the  morning  with  the  air  of  a  detective,  "seeking  whom 
he  may  devour,"  will  find  his  work  much  harder  and  more 
imsatisfactory  than  if  he  assumes  the  role  of  a  helper  and 
ad\isor,  whose  duty  it  is  to  prove  the  men  honest  and  to 
suggest  changes  for  the  betterment  of  the  work. 

One  of  the  first  requisites  of  a  true  audit  is  that  the 
auditor  shall  go  about  his  business  as  if  he  knew  what  he 
was  doing;  if  he  goes  into  a  bank  not  knowing  just  where 
to  begin,  or  what  to  do,  he  is  certain  to  make  a  bad  im- 
pression, as  well  as  a  poor  audit. 

It  is  important  that  a  savings  bank  man  audit  a  savings 
bank,  for  unless  the  auditor  has  had  experience  in  this  par- 
ticular line  he  cannot  know  the  inside  methods  by  which 
things  are  done,  and  a  commercial  bank  man  examining 
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a  savings  bank  or  a  savings  bank  man  examining  a  com- 
mercial bank  is  at  a  serious  disadvantage. 

One  of  the  principal  objects  of  an  audit  is  that  the 
work  may  be  kept  at  a  high  state  of  efficiency;  a  suggestion 
here  and  there,  hardly  called  a  criticism,  wU  often  help  in 
the  betterment  of  the  bookkeeping  system,  and  as  for  loose 
methods  on  the  part  of  the  managing  officials,  they  should 
not  be  tolerated  for  a  single  moment.  It  is  no  excuse  for  a 
body  of  trustees  that  they  trusted  one  of  their  number  and 
gave  him  unlimited  power,  as  well  as  unlimited  confidence; 
they  have  violated  the  first  rule  of  trusteeship  in  "trus- 
teeing the  trust"  which  they  should  have  in  all  honor  ad- 
ministered in  person;  it  is  not  only  the  trustee's  duty,  but 
it  is  his  right  to  know  just  what  is  going  on  in  his  insti- 
tution, and  he  cannot,  either  in  law  or  morals,  excuse  him- 
self for  blindness  when  both  law  and  good  management 
demand  that  he  should  see. 

Some  bank  men  claim  that  our  banks  are  examined  too 
much;  others,  not  enough;  but  however  this  may  be,  the 
savings  banks  of  the  mutual  type  are  not  as  a  rule  exam- 
ined more  than  once  a  year,  which  is  certainly  none  too 
often.  The  frequency  of  the  examination  is  not  as  impor- 
tant as  the  character  of  it,  and  a  loose  examination  once  a 
week  is  not  as  desirable  as  a  complete  and  comprehensive 
examination  once  a  vear. 

The  Comptroller  of  the  Currency  has  of  late  given  a 
rude  shock  to  all  the  national  bank  directors  by  insisting 
that  they  shall  really  be  directors  who  direct,  and  not ' 
directors  who  are  directed,  and  it  has  been  the  fault  of  the 
past  that  managing  officials  of  banks  have  expected  the 
government  or  the  state  to  do  for  thein  that  which  they 
could  and  should  do  for  themselves. 

An  internal  check  is  often  found  advisable  through 
some  such  means  as,  in  a  large  bank,  an  examination  by  a 
committee  of  employees,  or  by  a  shifting  of  the  force  so 
that  one  man  will  not  do  the  same  work  continually.  Only 
collusion  will  then  fail  to  unearth  crooked  practices;  but 
such  internal  audit,  if  made  bv  men  who  are  themselves  dis- 
honest,of  course  avails  nothing. 

The  Scope  of  the  Audit. 

A  true  audit  must  necessarily  consist  of:  First,  count- 
ing the  cash  on  hand  and  verifying  with  the  statement  of 
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cash;  all  items  other  than  cash,  but  held  as  cash,  shoyld  be 
fully  explained,  and  if  a  petty  cash  account  is  carried, 
ascertain  that  it  is  not  abused.  Second,  all  collateral  loans 
should  be  examined  to  see  that -the  collateral  is  what  it  pur- 
ports to  be;  that  it  is  properly  pledged;  that  the  accom- 
panying notes  are  signed,  and  that  the  margin  is  safe.  All 
bonds  and  securities  should  be  listed;  the  coupons  examined 
to  see  that  they  are  all  intact;  the  market  value  calculated; 
and  if  the  bonds  are  carried  at  investment  values,  the  total 
of  the  investment  values  should  agree  with  the  stock  account 
with  proper  deductions  for  amortization  charges;  if  carried 
at  par  value,  the  total  of  the  bonds  in  the  vault  will,  of 
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RECEIPT    FOR  INTEREST.  Mortgage     No.?xC»"^ 


Principal,  $!«•€••  o...     Rate,  t9._.%.     Time,  6  months.     $3  o  © 


^^  New  York,jXVv.>^  v\  >C 

^Received  from  <y^^  <:^ £JL.*a/va/vws/'  „ .Check  for 

ff^t\;>juuy\\}<rCC(>j^Ju^  Dollars, 

for    interest    to   May    ist,    1910,  on    Bond    and    Mortgage   to    the 
Union  Dime  Savings  Bank.  ^Csr^    ^JliSbi/o^,  _ 

i  I         HrVcHir  Mongafc  i%  Nticct  la  ib«  KrgnlslioBt  «w  Um  Mh*r  tide.  ^i^ioJ^.>vi/\^ 


rORM     139.^-RECEIPT     FOR     INTEREST     OK      MORTGAGE.      ENABLES     BORROWER     TO     VERIFY 

AMOUNT   OF   PRINCIPAL   UNPAID. 

course,  agree  with  the  par  value  as  shown  by  the  ledger 
account.  Mortgages  should  be  examined  to  see  that 
taxes  are  paid;  that  the  title  insurance  is  properly  issued; 
that  the  appraisal  certificate  of  the  loan  committee  or  ap- 
praiser is  on  file;  that  the  insurance  is  on  hand,  properly 
assigned  and  in  force,  and  that  the  mortgage  is  not  in  excess 
of  the  legal  ratio;  in  other  words,  that  the  papers  are  com- 
plete, and  the  complete  papers  of  every  mortgage  loan  con- 
sist of  (a)  the  mortgage — (b)  the  bond* — (c)  the  applica- 
tion for  the  loan — (d)  the  fire  insurance — (e)  the  search 
or  title  policy — (f)  the  certificate  of  examination  or  ap- 
praisal, which  is  usually  embodied  in  the  application.  Also 
that  the  mortgage  is  properly  recorded. 

Of  course,  the  V(due  of  a  mortgage  loan  can  only  be 
ascertained  by  a  physical  inspection  of  the  property  itself 

*With  endorsements  of  partial  pa}'inents  on  principal. 
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by  one  qualified  to  judge  of  its  condition  and  to  pass 
opinion  thereon ;  this  naturally  falls  to  the  lot  of  the  trustees 
or  appraiser  and  should  be  done  at  intervals  of  about  three 
years,  the  results  of  which  «hould  be  reported  to  the  board 
with  reconunendations  as  to  the  desirability  of  reducing  the 
loan,  or  calling  it  in  entirely,  with  the  alternative  of  replac- 
ing the  property  in  its  former  condition.  The  borrower 
can  be  depended  upon  to  verify  the  amount  of  his  mort- 
gage, and  in  their  interest  notices  some  banks  have  this  pro- 
vision— a  very  good  one. 

The  furniture  and  fixture  account  should  be  carefully 
examined,  as  well  as  the  real  estate  holdings  of  the  bank 
for  banking  purposes,  to  see  that  the  values  are  conserva- 
tive. Other  real  estate  owned  by  the  bank  should  be  ex- 
amined to  see  that  the  deeds  are  properly  recorded;  taxes 
paid,  and  the  property  insured  in  the  name  of  the  bank. 

If  the  bank  is  a  stock  bank,  stock  issues  should  be 
proven  with  the  stock  register  and  over  issues  carefully 
checked.  Balances  due  from  other  banks  should  be  verified 
at  first  hand.  The  proof  of  income  should  be  examined  to 
see  that  the  bank  really  gets  what  it  has  earned.  If  cer- 
tificates of  deposit  are  issued,  these  should  be  examined 
to  see  that  the  old  certificates  are  canceled  when  new  ones 
are  issued,  and  that  partial  payments  on  the  same  are  prop- 
erly recorded  on  the  stub.  The  minute  book  should  be 
» 

examined  to  see  that  the  minutes  are  properly  kept  and 
that  all  matters  that  should  be  reported  to  the  board  are 
brought  to  their  attention. 

In  a  large  bank,  the  cash  vaults  are  usually  sealed  when 
examination  is  begun,  so  that  all  the  money  and  securities 
are  under  the  control  of  the  auditor  until  verified,  thus  pre- 
venting substitution  of  securities  or  cash. 

The  general  administration  of  the  bank  may  be  tested 
by  answers  to  the  following  questions:  Are  loans  made  to 
the  officers  and  employees,  and  if  so,  under  what  restrictions 
and  to  what  extent?  Does  the  bank  loan  on  its  own  shares 
of  stock,  if  a  capital  bank?  Are  the  officers  deceiving 
themselves  by  carrying  securities  at  more  than  their  market 
values,  thus  showing  inflated  resources?  Are  the  officers 
and  employees  under  sufficient  bonds?  Are  the  trustees* 
meetings  well  attended?  Are  the  proceedings  kept  in  a 
creditable  manner?  Are  the  disbursements  properly  vouch- 
ered?    Does  the  expense  account  actually  reflect  the  salaries 
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and  other  expenses?  It  is  an  axiom  of  accounting  that  for 
ever}-  disbursement  there  shall  be  a  proper  voucher,  and 
for  all  expenditures  on  expense  account  for  repairs,  taxes, 
and  like  expenses,  there  must  be  a  receipt  on  file  in  the 
same  amount  as  ap})ears  upon  the  expense  book.  Has  pro- 
vision been  made  in  the  minutes  for  sudden  help  in  the 
case  of  need,  without  the  necessity  for  a  special  meeting? 
Is  the  bookkeeping  system  complete,  comprehensive,  and 
modern?  Are  the  clerks  changed  about  frequently?  Is 
there  a  daily  statement  taken?  Are  the  officers  careful 
about  small  things,  such  as  the  filing  of  letters,  pass  books, 
vouchers,  endorsement  on  bonds,  the  insurance  in  force,  in- 
dexing, etc.?    Are  chemical  or  knife  erasures  on  the  book 


NOTICE.— Interest  will  be  due  and  payable  Mav  i,  1910,  on  Mortgage    No.  ..2.\4j( ...    . 
at  the  Union  Dime  Savings  Bank,  Fortieth  St.  and  Sixth  Ave.,  New  York. 

Paovrr  Pavmbit  is  Bxpictkd.    lUmipMd  Tas>Wll  for  ImI  jmt  to  be  cshiWtcd  ntcw  aliwd,  doMw 

Principal,  S  A9iqpo,_.     Ratc_6_%.     Time,  6  months.     SJLjODD. 

Pleaae  SIGN  B&LOW  and  Return  >vltti  payment. 

Nfw  York^,^ /90 

To  Ike   Treasurer  0/  tk*  UMIOK  Him  SiflMS  8AMK. 

Sir:    Hertwilk  I  delittr  to  yom  in  paymtnt  o/aHeve  InUrtsI^ 
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f  re<]^uent  ?  Are  loose  leaf  sheets  and  cards  properly  guarded 
against  manipulation?  Lastly,  is  the  whole  bank  under  the 
control  of  one  man,  or  is  the  responsibility  properly  divided 
and  the  work  really  conducted  by  the  board  of  managers 
to  whom  the  management  of  the  bank  properly  belongs? 

In  counting  cash  in  the  teller's  cage,  it  is  well  to  keep 
this  official  present,  so  that  in  case  any  deficit  occurs,  it 
cannot  be  charged  that  the  examiner  has  been  implicated 
in  anv  manner. 

Misappropriation  of  bonds  and  other  securities  can 
easily  be  prevented  by  having  such  securities  registered,  or 
by  having  them  under  two  combinations,  the  former  being 
preferable.  To  transfer  such  a  security  usually  requires  a 
resolution  of  the  board  of  trustees  and  a  certified  copy  of 
the  same,  together  with  a  copy  of  the  by-laws  pertaining  to 
such  a  transaction. 
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It  is  as  essential  to  detennine  whether  the  teller  has 
accounted  for  all  the  money  he  has  receipted  for  as  it  is  to 
verify  the  actual  cash  on  hand.  In  most  of  the  transactions 
\vith  depositors,  the  owner  of  the  book  may  be  depended 
upon  to  verify  the  correctness  of  the  entry  in  his  pass  booky 
but  he  cannot  verify  the  fact  that  the  teller  has  turned  over 
to  the  bank  the  amount  which  he  has  credited  upon  the  pass 
book. 

Theft  of  money  is  usually  hidden,  first,  by  substituting 
fictitious  cash  items;  this  can  only  be  prevented  by  pro- 
hibiting the  holding  of  anything  as  cash  but  cash  itself. 
Secondly,  by  charging  accounts  with  amounts  which  have 
been  abstracted  under  the  names  of  depositors  and  charged 
to  their  account,  and,  in  appearance,  receipted  for  by  the 
depositor;  this  of  course  is  rather  risky,  but  an  old  trick; 
as  far  back  as  1820  in  England,  gross  frauds  crept  into 
the  savings  bank  management  by  this  process.  The  famous 
Cuff  Street  fraud  and  the  wreck  of  the  Rochdale  Savings 
Bank  was  accomplished  by  the  embezzler  taking  what 
money  he  wanted  and  charging  it  up  to  depositors,  being 
careful  of  course  to  select  an  inactive  account,  which  would 
not  be  likely  to  be  called  for.  As  a  preventative  of  this  pro- 
cess, it  is  the  custom  in  some  places  to  investigate  at  stated 
intervals  the  large  withdrawals,  especially  closed  accoimts, 
to  ascertain  if  they  have  been  properly  receipted  for  and 
the  pass  book  has  been  surrendered.  Of  course,  the  verifica- 
tion of  the  pass  books  themselves  in  any  great  quantity 
would  uncover  any  such  practice.  The  third  method  is,  as 
above  suggested,  withholding  receipts  both  of  deposits  on 
pass  book  accounts,  payments  of  interest,  payments  of  prin- 
cipal on  mortgage  loans  and  bonds,  and  lastly,  might  be 
stated,  the  manipulation  of  bank  balances.  This  is  exceed- 
ingly risky  and  cannot  be  carried  on  with  success  very 
long  if  the  balances  are  properly  verified. 

Turning  to  the  liabilities,  the  audit  should  show  just 
bow  much  the  bank  owes,  not  on  its  own  books,  but  by  the 
pass  books  which  are  outstanding.  This  may  be  done  by 
calling  in  the  pass  books  by  advertisement,  personal  letters, 
and  notice  upon  the  cover  of  the  pass  book  to  present  at 
stated  intervals  for  the  entry  of  interest  and  comparison  of 
balances.  Where  the  auditor  is  in  attendance  for  a  few 
weeks  at  each  interest  period,  in  the  course  of  a  few  years 
enough  books  can  be  verified  to  prove  the  general  correct- 
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ness  of  the  entries  therein;  but  to  call  in  the  books  without 
an  apparent  reason  is  to  invite  suspicion  on  the  part  of  the 
depositors  that  all  is  not  well,  and  is  apt  to  lead  to  misun- 
derstanding if  not  more  serious  results.  This  is  accom- 
plished in  Massachusetts  and  other  New  England  States 
in  an  admirable  manner  by  a  provision  of  the  law  which 
requires  periodical  verifications.  This  work  is  done  every 
three  years,  at  stated  times,  and  extends  over  a  period  of 
from  three  to  nine  months.  The  call  is  extensively  adver- 
tised in  the  press,  and  in  the  case  of  the  Boston  banks  in 
1910,  the  banks  united  in  one  large  advertisement  calling 
upon  all  depositors  to  present  their  pass  books,  thus  lessen- 
ing the  cost  and  making  the  notice  more  effective.  Banks 
have  been  known  to  verify  as  high  as  95  per  cent,  of  their 
pass  books,  and  in  the  last  verification,  which  was  made  in 
1916,  924,281  books  were  verified  out  of  2,406,443,  or  38.41 
>er  cent.  These  books  represented  $410,183,955.77  out  of 
!962,626,383.44,  or  42.61  per  cent,  of  the  deposit  liabilities 
of  the  banks.  Out  of  924,000  and  more  books  verified,  only 
2,477  showed  errors;  36  banks  found,  no  errors,  and  the 
cost  per  book  verified  was  $.041.  On  the  face  of  such  an 
admirable  showing,  it  is  obvious  that  a  more  or  less  complete 
verification  of  pass  books  can  be  made  in  the  course  of  a 
few  years.  Some  duplications,  of  course,  enter  into  the 
process,  but  the  test  is  comprehensive  enough  to  be  of  great 
value. 

These  verifications  of  course  should  be  made  by  an  out- 
side party  if  possible,  and  certainly  by  a  clerk  who  has  no 
connection  with  the  handling  of  the  funds;  otherwise,  the 
end  is  defeated. 

Proof  of  Income. 

The  withholding  on  the  part  of  the  collecting  officers  of 
receipts  from  interest  on  bonds  and  mortgages  and  upon  in- 
vestments can  easily  be  detected  by  a  proof  of  income,  which 
aims  to  check  the  earnings  of  the  bank. 

It  is  eminently  desirable  that  the  bank  ofiicials  should 
know  that  the  bank  has  received  what  it  has  earned;  and 
to  determine  this  it  must  first  know  accurately  what  its 
earnings  have  been,  or,  rather,  will  be,  for  it  is  an  anticipa- 
tor}- process.  Many  large  banks  are  now  giving  careful 
attention  to  the  matter  of  proof  of  income,  with  very  great 
satisfaction. 
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For  auditing  purposes  the  income  of  a  bank  should  be 
calculated  ahead,  that  is  to  say,  for  the  period  to  elapse 
until  the  next  dividend  is  declared.  This  calculation  can* 
not  be  made  accurately  by  banks  doing  a  commercial  bus- 
iness, but  where  the  business  is  of  a  purely  savings  bank 
character  and  therefore  permanent,  this  feature  can  be 
handled  with  considerable  degree  of  accuracy.  The  in- 
come may  be  calculated  on  each  investment,  or  class  of 
investments  and  the  receipt  thereof  ascertained  through 
the  cash  book.  The  Committee  on  Savings  Bank  Methods 
and  Systems  of  the  Savings  Bank  Section,  American 
Bankers'  Association,  gives  this  as  an  example:  Suppose 
a  bank  declares  dividends  every  six  months,  as  of  January 
and  July  1.  On  the  first  of  January  an  account  is  opened^ 
debiting  it  with  the  income  from  all  investments,  bonds, 
mortgages,  etc.,  due  for  the  current  six  months.  When 
this  income  is  received,  the  account  is  credited  with  each 
payment  so  received.  Thus  on  June  80,  if  the  income  has 
all  been  received,  the  account  will  be  closed  out;  any  odd 
amount  of  income  received  during  the  six  months  may  be 
easily  adjusted.  The  calculations  should  be  made  by  the 
head  bookkeeper  or  auditor  and  checked  by  an  officer. 


Trustees^  Audits. 

The  periodical  examination  by  the  trustees  is  quite  uni- 
versal, and  the  general  requirements  may  be  well  summed 
up  briefly  by  reference  to  the  laws  of  a  few  of  the  lead- 
ing States.  Thus,  in  Indiana,  not  less  than  three  trustees 
on  or  about  January  first  must  examine  into  the  securities, 
loans,  cash  on  hand,  and  other  details  of  the  bank's  opera- 
tions and  report  to  the  board,  and  the  report  to  the  de- 
partment is  based  upon  this  examination.  Connecticut 
requires  that  two  auditors,  who  are  not  members  of  the 
boardj  shall  be  appointed  yearly  to  make  the  examination 
on  October  first;  these  auditors  report  to  the  Bank  Com- 
missioner. New  Jersey  requires  that  three  examiners,  on 
or  before  December  31,  shall  examine  into  the  condition  of 
the  bank,  while  Xew  York  requires  that  semi-annually,  on 
or  before  June  30  and  December  31,  trustees  shall  examine 
the  cash,  securities,  mortgages,  and  balances  due  from  other 
banks,  and  the  report  to  the  bank  department  is  based  upon 
their  examination.     Maine  requires  a  yearly  examination 


SAVINGS  BANK  AUDITS  ,  438 

by  two  trustees.  New  Hampshire,  an  independent  examin- 
ation every  six  months.  In  Minnesota,  on  or  before  Feb- 
ruary first,  a  thorough  examination  by  experienced  account- 
ant must  be  made ;  he  must  submit  a  written  report  attested 
by  two  of  the  principal  officers,  and  the  statement  of  assets 
verified  by  two  trustees  and  the  person  making  the  exam* 
ination.  Massachusetts  has  recently  amended  her  law  in 
this  regard  and  now  requires  what  is  perhaps  the  most  ex- 
liaustive  of  all  savings  bank  examinations.  It  was  found 
that  the  old  law  which  divided  the  responsibility  between 
the  auditing  committee  and  the  bank  resulted  in  a  lack  of 
thoroughness,  therefore  a  change  in  the  law  was  made,  so 
that  the  responsibility  for  the  audit  has  been  placed  upon 
the  bank  department  itself,  although  the  audit  is  made  by 
a  certified  public  accountant,  who  may  be  selected  by  the 
auditing  conmiittee,  but  who  must  fiirst  be  approved  by 
the  Commissioner;  the  accountant  is  required  to  personally 
supervise  the  making  of  this  examination,  except  that  with 
the  consent  of  the  commissioner  he  may  verify  trial  bal- 
ances if  made  within  six  months.  In  accordance  with  these 
ideas,  the  bank  department  has  prepared  what  it  concedes 
to  be  the  minimum  requirements  for  an  audit,  which  must 
be  complied  with  by  the  public  accountant,  and  copy  of 
his  report  must  be  filed  with  the  bank  department  and  with 
the  bank.  The  department  a  few  years  ago  verified  every 
mortgage  loan  in  Massachusetts  made  to  a  savings  bank,  by 
direct  communication  with  the  borrower. 

A  Mechanical  Auditor. 

It  is  always  more  difficult  to  prevent  embezzlement  on 
the  part  of  a  receiving  agent  than  of  a  disbursing  agent,  be- 
cause the  latter  is  compelled  to  produce  a  voucher  for  each 
expenditure;  but  unless  guarded  in  some  other  way  the  re- 
ceiver may  withhold  or  destroy  the  evidence  of  his  having 
received.  There  are  two  classes  of  methods  employed  in 
preventing  this  in  moneyed  institutions;  one  is  that  which 
makes  another  employee  cognizant  of  his  doings;  and 
another,  that  which  makes  it  known  to  the  public.  It  is 
manifest  that  there  is  no  absolute  security  in  the  former 
method.  If  you  multiply  the  number  of  hands  through 
which  the  transaction  passes,  you  somewhat  diminish  the 
probability  of  fraud,  but   there  is  always  the  possibility 
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of  collusion;  but  collusion  with  the  chance  public,  whose 
interests  are  directly  opposite,  is  impossible.  Therefore  the 
writer  considers  that  the  only  security  against  embezzle- 
ment lies  in  making  the  acts  of  a  receiving  agent  to  some 
extent  public,  as  the  bell  punch  does  on  the  horse-car.* 

In  order  to  have  a  complete  check  on  the  receipts  of 
the  institution,  the  Union  Dime  Savings  Bank  of  New 
York  had  made  for  its  own  use  four  mechanical  tellers, 
somewhat  similar  to  an  adding  machine,  the  operation  of 
which  is  as  follows: 

The  object  is  to  insure  that  the  amounts  entered  in  the 
pass  books  shall  be  identical  with  those  entered  in  the 
Sooks  of  the  banks  in  amount  and  in  total.  Embezzlement 
in  savings  banks  is  almost  invariably  accomplished  by 
^entering  in  the  pass  book  a  correct  amount,  but  accounting 
to  the  bank  for  only  a  part  or  none. 

The  mechanism  in  question  prints  the  amount  of  the 
transaction,  with  date,  in  the  pass  book;  and  simultane- 
ously prints  on  a  tape  within  the  machine  the  same  amount 
without  a  possibility  of  variation,  and  also  the  number  of 
the  account.  As  an  additional  safeguard  it  displays,  through 
glass,  a  total  register  increasing  at  each  transaction.  The 
total  indicated  by  this  register,  minus  the  total  at  the  begin- 
ning of  the  day,  represents  the  day's  transactions.  For 
this  amount  the  teller  is  responsible  and  he  is  charged 
therewith  in  triplicate:  1.  the  debit  entry  in  the  pass  book 
which  the  depositor  may  be  trusted  to  verify:  2.  the  en- 
tries on  the  tape,  which  when  cut  out  and  pasted  in  a  book, 
forms  a  journal  of  the  amounts  to  be  credited  each  depos- 
itor's account;  3.  by  the  total  over  which  the  teller  has  no 
control  and  which  must  be  corroborated  by  the  bookkeep- 
er's work. 

Thus,  without  the  loss  of  a  second's  time,  a  mechanical 
check  is  imposed  upon  the  teller's  accuracy  and  honesty, 
and  that  by  an  inanimate  machine  incapable  of  corrup- 
tion or  conspiracy.  All  methods  wherein  a  second  clerk  is 
brought  in  to  check  the  work  by  comparison,  re-recording 
or  otherwise  are  subject  to  two  defects,  loss  of  time  and 
the  possibility  of  collusion. 

The  time  occupied  is  less  than  where  the  entry  is  made 
in  extenso  with  the  pen,  and  this  time  may  be  diminished 


♦Holies*  Practical  Banking,  p.  280. 


SAVINGS  BANK  AUDITS  435 

l)y  one-half,  when  in  very  busy  times,  teams  of  two  work 
together,  one  handling  the  money  and  the  other  manipu- 
lating the  machine. 

Although  the  machines,  being  the  first  in  use,  were  ex- 
pensive, they  have  probably  paid  ten  per  cent,  per  annum 
on  the  cost.  But  this  is  not  the  most  important  advan- 
tage; the  security  from  fraud  and  error  and  the  ability  to 
know  the  exact  total  of  liabilities  is  worth  far  more. 

The  Schenectady  Idea. 

What  is  doubtless  the  most  unique,  if  not  the  most  com- 
plete and  comprehensive  audit  of  a  savings  bank  ever  de- 
vised, has  been  used  by  the  Schenectady  Savings  Bank, 
followed  by  a  few  banks  in  other  parts  of  the  country. 
The  idea  is  to  make  the  audit  automatic,  and  every  de- 
positor and  every  borrower  an  auditor.  The  medium  is  the 
newspaper.  For  months  in  advance  notice  is  given  that 
on  a  certain  day,  the  pass  book  number  and  correct  balance 
of  every  account  in  the  bank  will  be  published,  and  depos- 
itors are  asked  to  check  their  balance  as  it  appears  on  their 
books  with  this  published  list.  The  difference,  if  any,  is 
the  accrued  interest.  Likewise,  every  mortgage  loan,  by 
number  only  and  interest  rate  is  given,  and  borrowers  in- 
vited to  verify  the  amount  due  thereon.  These  two  impor- 
tsfit  features  are  supplemented  by  a  complete  list  of  the 
securities  in  detail,  and  such  other  matter  as  may  be  perti- 
nent to  the  occasion. 

When  the  depositors  number  upward  of  20,000,  this  is 
no  small  task,  inasmuch  as  no  account  must  be  omitted,  or 
listed  in  error,  either  as  to  number  or  amount,  and  great 
care  must  be  taken  that  it  be  accurate.  The  results  have 
been  eminently  satisfactory,  the  papers  being  in  wide  de- 
mand on  the  day  when  this  feature  appears.  The  same  mat- 
ter is  issued  in  pamphlet  form  and  sent  out  by  mail,  so 
that  every  depositor  is  sure  to  receive  a  copy.  The  work 
is  quite  voluminous,  occupying  at  least  ten  pages  of  news- 
paper space,  and  is  rather  costly;  but  the  end  has  justified 
the  means,  and  the  scheme  has  had  several  trials  during 
recent  years.  It  is  not  only  good  auditing,  but  good  adver- 
tising as  well. 


CHAPTER  XXVll 

BANKING  THROUGH  THE  MAILS 

Banking  by  mail  and  banking  through  the  mails  are 
somewhat  different.  The  one  may  be  a  feature  of  the 
business;  the  other  only  an  incident.  The  banks  featur- 
ing banking  by  mail  are  located  in  the  Middle  West,  and 
the  magazine  advertising  pages  would  seem  to  indicate  that 
it  is  a  profitable  line  of  business,  and  would  merit  treatment 


USE  THIS  FORM  IN  BBQUB8TINO  THE  BANK  TO  SEND  MONET  BY  MAIL  OB  EXPRESS. 

This  Draft  cannot  be  paid  H  presented  whhotft  the  Pass-Book 

Book  No.lO.fJ.^.iO. 


(See  information  on  the 
beck  hereof.) 


Dated  .^^aaJL^.  b. . .  190.^. 

THE  UNION  SAVINGS  BANK,  Patchogue,  N.  Y. 

Please  send  at  my  expense  and  risk*  9.%?..0.>^ 

C^s-^^AJXsA/^y^^'-'^^r'^"'^. " T'"*Tr^'7""?TTr...:^...  Dollars 


(On  thtt  line  abo^e  wme  plainly  IN  WORDS,  the  amuont  jon  want ;  or  if  jon  wish  to  cloee  the  aoooant.  write 
on  the  aboTe  line,  '"rae  amoant  in  fnll.  princii>al  and  interest."  State  how  joa  prefer  havinc  tha  amcmat 
■ent,  by  striking  oat  part  of  the  two  lines  below,  learing  the  inatrootions  yon  wish  the  bank  to  follow. ) 


"...S. 


Send  Cash. — Send  Check  payable  to. 

By  Express. — By  Registered  Letter. — Jjy.Ordfnary  Mail.*— By  Bearer. 
And  charge  to  account  of      /7  a        /^  '      f)  \ 

MA 


(Signature  most  be  written 

by  the  Depositor)  49* 
If  the  aoooont  is  tji  trust,  the  order  most  be  signed  by  the 
tmstee.  with  the  words  "in  trost"  after  the  sigtiatnre. 

Address. 

A  check  by  ordinary  mail  is  the  qotckflst,  and  a  naf e  way  to  have  funds  sent. 


.£i 


gned  by  the  / 

sijniatnre. 


COTMIJ 


FORM     134. — WITHDKAWAL    BLANK     FOR     USE     IN     MAIL    BANKING. 


by  itself.     For  the  present,  however,  mail  banking  as  an 
accommodation  to  customers  only  will  receive  attention. 

As  a  matter  of  fact,  anyone  wishing  to  save  time  and 
trouble,  as  well  as  expense,  especially  in  dealing  with  large 
banks,  where  standing  in  line  and  waiting  one's  turn  is  in 
order,  would  do  well  to  look  into  the  advantages  of  this 
"back  door  banking,"  as  it  were, — going  in  with  the  mail 
man  and  receiving  prompt  attention.  A  wealthy  woman 
discovered  the  merits  of  mail  banking,  when  after  mak* 
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FORM    125. — WITHOIAWAL  OlDEK  BT   MAIL. 


ing  a  trip  around  among  her  depository  banks  twice  yearly, 
that  cost  not  less  than  twenty-five  dollars  and  occupied  two 
or  three  days*  time,  she  was  advised  to  simply  sit  down  and 
write  a  letter,  requesting  the  bank  to  forward  her  interest, 
order  for  which  was  enclosed,  with  book.  Such  a  course 
probably  cost  two  dollars  in  postage,  and  occupied  two  or 
three  hours,  but  it  was  a  vast  saving,  both  of  time  and 
money,  over  the  old  method. 

All  banks  have  provision,  more  or  less  elaborate,  for  the 
handling  of  deposits  and  drafts  through  the  mails.  A  de- 
posit coming  in  the  form  of  check,  money  order,  or  regis- 
tered letter,  may  be  turned  over  to  the  teller  and  put 
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In  favor  of 


Book  Number. 


MAIL   DEPARTMENT 

SBQUISITION     rOK     OBBOK 
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To  THE  HUDSON  CITY  SAVINGS  INSTITUTION. 

Enclosed  find .^_^^^.  for  S.*^^ which  please  credit  to  account 

No./^*.7^fi.in  name  ot../^?./f./^.<fW<<^ Pass  Book 

sent  here%vith.      Rease  return  the  book  to  the' following  address,  and  obli^re 
Very  truly  yours. 

\  (Name). 


"^  (Address) 

RETURN  POSTAGE 
SHOULD  ALWAYS  BE  ENCLOSED. 
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TO  THE  HUDSON  CITY  SAVINGS  INSTITUTION. 

or     HUfMON,     M.    T. 


Pay  \of?^y^^.^^7^^S?:!^^^^  or  bearer. 


m  '^^^^ 


^  !  !59     and  charge  my  Pass  Book  No.. ^^.t. 7. ^.^._. sent  herewith. 


Dollars. 


n  '  S  a  ^SIGN   HERE 


RETURN  POSTAGE 
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FOBM    127. — DEPOSIT   BT   MAII.. 

through  as  a  regular  transaction,  and  duly  acknowledged 
by  the  correspondence  clerk.  If  the  business  warrants,  a 
separate  account  can  be  kept  of  such  transactions  and 
turned  over  to  the  teller  in  bulk.  After  the  first  transac- 
tion, forms  similar  to  Nos.  125  and  127  are  useful,  and  de- 
positors are  glad  to  comply  with  such  instructions  as  are 
found  thereon. 

In  the  matter  of  withdrawals,  payment  may  be  made  in 
cash,  by  registered  mail,  or  by  check  to  depositor's  order. 
The  usual  order  received  is  a  letter  asking  for  funds  and  if 
this  is  couched  in  terms  that  constitute  an  order  on  the  banW 
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it  is  usually  honored,  the  letter  being  filed  as  an  order,  or  as 
in  Form  129  of  the  Bowery  Savings  Bank,  filed  among  the 
letters  and  * 'memorandum  draft"  properly  filled  out  by  an 
officer  and  initialed,  filed  among  the  vouchers.  This  would 
go  through  the  books  as  a  cash  payment,  if  cash  were  sent, 
or  as  payment  to  depositor  by  check  over  the  counter  if 


BANKING  BY  MAIL 

If  it  it  aoc  convcnirm  for  you  to  call  at  the  bank, 
jrou  can  have  the  benefit  of  the  tccurity  and  profit 
which  would  b«  afforded  by  doing  jrour  banking 
by  mail,  by  opening  an  account  in  the  Monroe 
County  Savings  Bank,  35  State  St.,  Rochester,  N.Y. 

Thousands  of  people  are  now  doing  their  bank* 
ing  b|[  mail  with  perfect  safety.  The  U.  S.  Mail, 
with  iN  free  city  and  rural  delivery,  brings  the 
strong,  liberal  saving*  bank  to  the  very  door  of 
evcnr  person  no  matter  where  they  are. 

The  records  of  this  bank  prove  that  the  mails 
arc  safe  and  that  you  run  practically  no  risk  in 
doing  your  banking  this  way. 

HOW  TO  DEPOSIT 

Sign  your  name  in  full  on  the  red  line  of  the 
enclosed  Identification  Card,  answer  all  questions 
thereon,  and  send  it  with  your  first  deposit. 

You  can  send  money  by  registered  letter,  post" 
uiiice  or  express  roonrv  order,  or  draft  on  New 
York. 

As  soon  as  your  first  deposit  reaches  ut,  your 
name  and  amount  of  your  deposit  will  be  entered 
on  our  books,  and  we  will  send  you  a  pass  book 
with  similar  entries.  In  making  other  deposits 
always  send  the  pam  book  enclosing  a  letter  giving 
name  and  address  in  full. 

DRAWING  MONEY 

You  can  withdraw  money  by  mail  just  as  easily 
as  though  you  visited  the  bank. 

Your  signature  to  a  blank,  which  we  will  send 
you  to  fill  out  is  all  the  identification  necessary. 
We  will  send  you  a  draft  on  New  York  for  the 
amount  you  wish  10 draw,  upon  receipt  of  pass<book 
and  cheque  propcrlv  signed.  Sign  your  full  name 
on  letter  enclosing  book  and  cheque.  K'v'nC  P-  O. 
aildress.  tor  reium  of  the  remittance  If  you  draw 
through  another  Bank,  mail  your  pass  book  to 
thii  bank  to  meet  your  check. 

When  forward Inf  p—M  book  to  the 
Book  olwoyo  eoclooe  a  letter  atating 
nature  of  your  baalnoaa,  and  five  name 
and  addrcaa  In  full. 


rOBM     I^. — INSTRUCnOKS    FOR    BANKIXO    BT    MAIL. 

draft  were  issued.  (See  Form  126A.)  And  as  in  the  matter 
of  deposits,  where  this  becomes  a  common  occurrence,  proper 
withdrawal  blanks  could  be  furnished  the  depositor  with  in- 
formation and  instructions,  so  that  delay  and  annoyance 
would  be  eliminated.  In  treating  of  withdrawals  many  good 
forms  were  shown,  with  full  instructions.  Those  of  the 
Dollar  Savings  Bank,  of  Xew  York,  shown  herewith,  are 
both  in  good  arrangement. 

Inasmuch  as  all  such  transactions  cost  money  for  post- 
age, it  is  quite  a  common  procedure  to  ask  the  depositor 
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to  defray  the  expense,  either  by  request  for  stamps,  instruc- 
tions to  inclose  postage,  or  by  deducting  the  same  from  the 
Teniittance.  In  the  matter  of  remittance  in  currency, 
where  the  letter  is  registered,  the  registry  fee  would  be 
added  to  the  amount  of  the  draft,  the  remittance  taken  out 


MEMORANDUM  DRAFT. 

-Vo.  7^/^/7  ^ 

THE  BOWERY  8AVINQ8  BANK, 

Cirri.  *   /O' 

Ri-^tfift  Gut  •/  Rtft^mutm. 


oi 


FOKM    199. — MEMORANDUM    DBAFT    FOR    USE    IK    MAIL   BANKING. 

of  the  teller's  cash  and  the  ten  cents  placed  in  the  stamp 
drawer;  but  if  a  draft  were  sent,  this  would  mean  a  charge 
to  the  depositor,  say,  $100.10,  and  a  credit  to  depository 
bank  of  but  $100,  and  ten  cents  would  have  to  come  out  of 
the  cash.  Likewise,  in  closing  accounts,  say  one  for  $100, 
and   remitted   for,   less   the  charges,   the   same   procedure 


la  kMpwi  witk  irov  order  for  t  ^S^^ 
ikxk  day.  w«  caclOM  Ike  mm«m  ta  cub.  aad  ip 
■  ospMM  of  rtfiMnUig  toy  mUL  «»«  toavo  addod 
lOe  to  tha  ortar.  wklch  iacmMd  aoMuat  u  oatiMd  la 
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FORM    130. — ^MEMORANDUM    OF   ADDITIONAL  CHARGE   ON   ACCOUNT  OF   POSTAGE. 

would  be  required.  All  this  may  seem  a  trivial  matter,  but 
when  it  is  remembered  that  some  banks  deduct  postage  for 
all  remittances,  even  as  low  as  two  cents,  it  is  jiot  a  waste 
of  time  to  consider  this  phase  of  the  subject,  and  in  some 
banks  such  care  of  trivial  matters  would  pay  the  jam'tor's 
salarv. 


CHAPTER  XXVIII 

THE  ACCOUNTS  OF  DECEASED  PERSONS 

In  the  conduct  of  a  savings  bank,  we  are  bound  to  take 
cognizance  of  two  facts:     First,  the  depositors  lose  their 
pass  books;  second,  they  die.     And  both  are  the  cause  of 
no  little  annoyance  and  concern  to  the  bank  officials.     The 
matter  of  lost  books  is  treated  at  length  in  another  chapter, 
and  we  confine  ourselves  to  the  accounts  of  those  who  have 
lived  and  saved  and  gone  to  their  reward,  leaving  a  deposit 
in  a  savings  bank  behind  them.     How  important  are  the 
rules  that  the  banks  make  in  regard  to  this  feature  of  their  . 
business  may  be  seen  from  the  fact  that  upwards  of  25,000 
savings  bank  depositors  die  in  New  York  State  everj*^  year, 
and  whatever  rules  these  banks  may  adopt  affect  approxi- 
mately one  per  cent,  of  the  total  number  of  depositors 
annually. 

The  usual  contract  between  the  savings  bank  and  its 
depositors  is  that  the  money  will  be  repaid  to  the  o^vner 
in  person,  with  the  pasi?  book,  or  on  his  order,  or  to  his 
duly  appointed  attorney,  and  at  death  to  his  legal  repre- 
sentative. Where  the  depositor  leaves  other  property,  and 
administration  is  necessary,  or  where  a  will  is  made,  it  is 
not  a  difficult  matter,  as  the  only  course  open  is  to  require 
letters  of  administration  or  executorship, ,  duly  authenti- 
cated, and  proper  identification,  together  with  the  posses- 
sion and  surrender  of  the  pass  book.  In  New  York, 
however,  the  consent  and  release  of  the  Comptroller  is  also 
necessary.  But  where  the  depositor  is  in  moderate  circum- 
stances, as  is  often  the  case,  and  the  savings  bank  account 
and  a  few  personal  belongings  constitute  the  entire  estate, 
to  require  administration  would  work  manifest  hardship 
upon  the  relatives  and  add  expense  to  an  already  overbur- 
dened household.  The  expense  attending  the  issue  of  letters 
of  administration  depends  upon  the  locality  and  the  attor- 
ney fees.  In  some  parts  of  New  York  State,  for  instance, 
letters  may  be  obtained  without  the  aid  of  a  regular  attor- 
ney at  a  nominal  cost  on  small  estates,  while  some  attorneys 
will  do  such  work  for  a  fee  of  five  dollars. 
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It  is,  of  course,  no  fault  of  the  bank  that  the  money 
cannot  be  handed  over  without  delay,  for  the  bank  stands 
ready  to  pay  upon  presentation  of  the  proper  authority  to 
receive,  but  the  inability  to  determine  who  is  the  proper 
party  to  give  receipt  causes  all  the  annoyance  attending 
these  transactions.  To  avoid,  therefore,  the  appearance 
of  playing  the  role  of  oppressor,  and  to  make  the  ceremony 
as  simple  and  as  efficient  as  possible,  a  custom  has  grown 
up  among  savings  banks  that  is  worthy  of  notice  in  this 
regard.  It  is  now  the  common  rule  to  pay  the  accounts  of 
deceased  persons,  where  the  amount  involved  is  small 
(usually  under  $250)  to  the  nearest  relative,  upon  estab- 
lishing satisfactory  proofs,  and  usually  with  the  provision 
that  it  shall  be  applied  to  the  funeral  expenses.  Frequently 
the  undertaker's  receipt  is  required  also. 

The  Law. 

Before  seeking  to  justify  this  practise,  or  even  to  ex- 
plain it,  let  us  inquire  for  a  moment  into  the  legal  status 
of  the  burial  expenses  of  a  deceased  person.  Let  it  be 
clearly  understood  at  the  beginning  that  in  no  case  where 
other  estate  has  been  left,  or  where  a  will  has  been  made,  or 
regular  administrator  appointed,  should  moneys  be  paid 
without  requiring  letters  of  authority.  But  where  the 
parties  and  the  circumstances  are  known  to  the  bank,  or 
well  authenticated,  the  risk  is  practically  nil. 

ft  is  an  accepted  principle  of  law  that  the  expenses  of 
suitable  interment  of  a  decedent's  remains  have  priority 
over  every  other  claim  against  the  estate;  indeed,  the  stat- 
ute provides  that  the  representative  shall  not  be  allowed 
for  the  payment  of  any .  other  claims  or  debts  upon  his 
accounting  until  the  funeral  charges  are  paid.  *  *  By 
whomsoever  the  duty  is  performed,  the  estate  of  the  de- 
ceased is  ultimately  liable  to  defray  the  necessary  reason- 
able expenses  of  the  burial.  *  *  It  seems  to  be  settled 
that  the  reasonable  and  necessary  expenses  of  interring  the 
body  of  a  decedent  are  a  charge  against  his  estate,  though 
not  strictly  a  debt  due  from  him.  *  *  Formerly  one 
having  a  claim  for  funeral  expenses  was  not  considered  a 
creditor  of  the  estate  and  could  not  enforce  payment  in  the 
Surrogate's  Court.  But  the  former  distinction  no  longer 
obtains,  and  he  now  is  given  a  remedy  for  the  collection  of 
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his  claim  against  the  representative  directly.  The  statute 
provides  that  every  executor  or  administrator  shall  pay 
out  of  the  first  moneys  received  the  reasonable  funeral  ex- 
penses of  the  decedent,  and  the  same  shall  be  preferred  to 
all  debts  and  claims  against  the  deceased.  If  the  same  is 
not  paid  within  sixty  days  of  the  grant  of  letters  testament- 
arj^  or  administration,  the  person  having  claim  for  such 


$ 


1  o  •  •  .  • 


Treasurer  of  the  Albany  Couuty  Savings  Bank, 


Pay  to  the  order  of Undertaker, 

on  account  of  the  Funeral  Expenses  of 

who    died    at 

on  the day  of 18....,  the  sum  of 

dollars,  on  the  account 

of  the  said  deceased,  as  per accompanying  Pass-book.  No 

which  is  hereby  surrendered. 

In  presence  of  

of  the  said 

deceased. 


Note. — This  form  of  draft  is  to  be  used  only  in  cases  where  the 
amount  at  the  credit  of  a  deceased  person  does  not  exceed  $100,  and  Is  to 
be  signed  by  the  nearest  surviving  relative. 


FORM    131. — ORDER   FOR    PAYMENT  TO   UNDERTAKER   ON    DECEASED    PERSON'S   ACCOUNT. 


funeral  expenses  may  present  the  same  to  the  Surrogate's 
Court  with  a  duly  certified  petition  praying  that  the  admin- 
istrator or  the  executor  may  be  cited  to  show  cause  why  he 
should  not  be  required  to  make  such  payment,  etc.  (New 
York  Code  Civil  Procedure,  §  2729  Sec.  3.)  In  respect  to 
the  reasonableness  of  the  expenses  they  must  be  in  keeping 
with  the  standing  and  station  in  life  of  the  deceased.  The 
amount  of  the  funeral  expenses  that  will  be  deemed  rea- 
sonable or  necessary  for  suitable  burial  of  a  decedent  must 
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be  considered  generally  with  respect  to  his  degree  or  quality. 

But  as  against  creditors,  the  amount  of  his  estate  is  also 
to  be  considered.  As  respects  those  who  are  entitled  to  the 
estate,  as  legatees  or  next  of  kin,  the  executtir  or  adminis- 
trator, while  he  is  not  justified  in  an  extravagant  outlay,  is 
not  restricted  to  the  bare  necessities  of  the  case  as  he  is 
where  the  rights  of  creditors  intervene.  And  as  to  the 
expenses  incident  to  the  death  of  the  party,  "The  expense 
of  a  special  messenger  to  the  family  of  the  decedent,  to  in- 
form them  of  his  decease,  mav  be  allowed,  where  he  dies 
abroad,  and  such  prompt  communication  is  necessary  for  the 
security  of  the  estate,  for  the  burial,  and  to  avoid  expenses 
of  delay.  So,  the  expense  of  accompanying  the  body,  and 
of  a  copy  of  the  verdict  of  the  coroner's  jury,  if  such  copy 
be  necessary  to  the  burial.  In  some  of  the  States,  though 
not  in  this  (New  York),  the  expenses  of  the  decedent's 
last  sickness  are  given  a  preference,  with  the  funeral 
charges.  Mourning  for  the  family  of  the  testator  is  not  a 
funeral  charge,  strictly  speaking,  although  charges  therefor 
have  been  allowed  in  some  of  the  States  and  in  two  cases 
allowed  here."  Selected  from  '"The  Law  and  Practice  of 
Surrogate's  Courts  in  New  York,"  Redfield,  pp.  435-440. 

In  Patterson  vs.  Patterson  59  N.  Y.  574,  the  court 
said:  '  "The  duty  of  giving  decent  burial  to  a  deceased  testa- 
tor who  leaves  some  estate  devolves  upon  executor.  The 
necessary  and  reasonable  expenses  thereof  are  a  charge  upon 
the  estate  and  have  a  preference  over  all  other  debts  against 
it,  as  part  of  the  expenses  of  the  trust.  And  the  law  implies 
a  promise  on  the  part  of  the  executor  to  pay  one  who  in 
absence  or  neglect  of  the  executor  from  the  necessities  of 
the  case,  incurs  and  pays  such  expenses." 

The  only  case  to  legally  determine  this  point  that  has 
yet  come  to  the  author's  notice  is  that  of  Schofield  against 
the  East  Brooklyn  Savings  Bank,  tried  April  6th,  1911, 
in  the  Municipal  Court  of  New  York.  The  facts,  briefly 
stated,  were  as  follows:  The  bank  having  an  account  of 
$115.60  belonging  to  a  deceased  depositor,  paid  over  the 
same  to  the  undertaker,  taking  his  receipt  and  assignment, 
which  amount  was  barely  sufficient  to  pay  the  cost  of  burial. 
Subsequently  a  %vill  turned  up  and  the  executor  sued  the 
bank  for  the  money.  The  bank  won  its  case  under  the  rules 
above  given,  the  attorneys  for  the  bank  citing  Redfield  as 
above  quoted,  together  with  Section  2729  of  the  Code. 
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I 


INDIVIDUAL  ACCOUNT.  WITHDRAWAL 

DEPOSIT  $250  OR  LESS  " 


i^taU  of  Niettt  fork* 
(Hountg  Iff 


ss 


being    duly 


sworn,  says,  that resides  at 


and  is  by  occupation  a and  M-as 

acquainted    with the   depositor    named 

in  Bank  Book  No of  The  GREENWICH  SAVINGS  BANK, 

and  was  a of  the  said  depositor. 

That  the  said  depositor  died  on at 


leaving  no  Will,  and  leaving  an  estate  not  exceeding  in  value  the 

sum  of  $ ;  that  the  said  depositor  at death 

resided  in  the  County  of in  the  State  of 

that  no  letters  of  Administration  have  been  granted  in  any   State 
or  by  any  Court  or  Tribunal,  upon  the  personal  estate  of  the  said 

deceased  depositor^  and  that estate  is  so  small  that   no 

application  for  such  Letters  is  intended  or  needed ;  that  the  said  de- 
positor left  no  debts  of  any  considerable  amount,  and  that  the  money 
in    said    Bank    Book    mentioned,    deponent    desires    to    withdraw 

funeral  expenses  of  said  depositor,  which  exceed 

the  balance  due  said  account  which.  . .  .verily  believes  to  be 


That  no  person  other  than  deponent  has  or  makes   claim    to 
said  money. 

Sworn  to  before  me  this 

day  of  19 

Payment  approved, 

Preset 

Treas. 


FORM   135. AITIDAVIT   FOR    WITHDRAWAL  OF  SMALL  BALANCE  WITHOUT  ADMIXTSTaXTlOV 
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In  the  spring  of  1911  the  savings  banks  of  New  York 
were  asked  to  answer  a  set  of  ten  questions  relative  to  lost 
books  and  deceased  persons'  accounts,  and  the  replies  indi- 
cated a  wide  diversity  of  ideas  on  these  matters,  and  yet  a 
fair  degree  of  uniformity.  And  representing  the  greatest 
aggregation  of  savings  in  this  country,  the  methods  of  these 
banks  may  well  be  taken  as  a  criterion  in  this  respect. 

Accounts  of  Deceased  Persons  Where  the  Balance 

Is  Small. 

As  a  general  rule  savings  banks  in  New  York  seem 
willing  to  waive  their  legal  rights  in  cases  where  the 
amount  on  deposit  represents  practically  the  entire  estate, 
and  endeavor  to  make  the  withdrawal  of  the  fund  as  easy 
and  expeditious  as  possible,  although  twenty  per  cent,  of 
the  banks  report  that  they  do  not  pay  such  funds  without 
administration. 

The  general  custom  followed  in  the  majority  of  cases 
is  to  first  become  satisfied  that  no  other  estate  is  left, 
and  to  pay  upon  signature  of  the  next  of  kin  or  all  the 
heirs,  usually  drawing  the  check  to  the  undertaker,  the 
bank  taking  an  assignment  of  his  claim.  If  the  amount  is 
insignificant,  say  under  $25,  payment  is  often  made  upon 
receipt  of  the  next  of  kin  or  heirs.  Accounts  of  children 
are  often  paid  to  the  parent. 

The  amount  which  will  be  paid  upon  such  conditions 
varies  greatly.  Some  banks,  not  many,  will  waive  adminis- 
tration in  instances  where  the  estate  is  as  large  as  $300,  two 
banks  at  least  having  provision  in  the  by-laws  permitting 
payments  as  high  as  $500,  although  one  bank  in  practice 
limits  the  amount  to  about  $100,  which  is  the  rule  in  the 
majority  of  cases.  Many  banks  have  no  arbitrary  limit, 
but  will  not  pay  more  than  the  amount  of  the  undertaker's 
bill  in  anv  instance,  and  this  would  seem  to  be  the  com- 
mon  custom,  the  idea  being  that  there  must  be  no  residue 
after  paying  the  undertaker  to  open  the  question  as  to 
whom  it  belongs.  The  amount  thereof  must  not  be  ex- 
cessive, but  may  be  in  keeping  with  the  status  of  the 
deceased  in  life.  Banks  generally  consider  each  case  on  its 
merits  and  guide  themselves  accordingly.  Affidavit  is  often 
taken  that  no  other  estate  is  left  and  no  other  debts  remain 
unpaid.    Bond  of  heirs  or  undertaker  is  sometimes  taken  as 


448     THE  SAVINGS  BANK  AND  ITS  PRACTICAL  WORK 


DOLLAR  S11VIN6S  BANK  OF  THE  CITY  OF  NEW  YORK 

THIRD  AVENUE  and  148th  STREET. 

NEW  YORK. 


For  the  withdrawal  of  funds  standing  in  the  name  of  a  de- 
ceased depositor,  if  the  estate  of  the  deceased  is  small,  payment 
may  be  made  by  the  Bank  as  follows: 

1.  The  burial  of  the  deceased  must  be  completed  and 
the  undertaker's  bill  made  out  in  full,  but  not  paid, 

2.  The  nearest  heir-at-law,  or  relative,  should  call  at  the 
Bank  bringing  the  pass  book  and  the  undertaker's  bill,  make 
affidavit  of  death  and  request  payment  of  the  decedent's  ac- 
count to  the  undertaker,  also  sign  an  order  on  the  Bank  in 
favor  of  the  undertaker.  Blank  forms  are  furnished  by  the 
bank. 

3.  If  there  are  other  near  heirs  or  relatives,  their  signa- 
tures are  required  to  the  affidavit  and  request,  and  should  be 
obtained  by  the  depositor. 

4.  After  all  the  signatures  to  the  affidavit  and  request 
are  obtained,  the  deponent  and  undertaker  should  call  together 

at  the  Bank,  or  the  undertaker  may  come  alone,  bringing  the 
pass  book,  affidavit,  undertaker's  bill  and  order,  when  the  ac- 
count will  be  closed  and  the  money  paid  to  the  undertaker  to 

be  receipted  on  his  bill. 


roue  ISS.— ixfTmucnoyfl  fob  withdrawal  on  deceased  peibok's  accouxt  wxtrout 
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an  extra  precaution.     Some  banks  refer  the  matter  to  the 
board,  others  to  the  attorney. 

The  procedure  in  one  bank  is  indicative  of  the  general 
custom:  (1)  Assurance  that  there  is  no  other  estate;  (2) 
Affidavits  of  claimants  and  waiver  of  relatives;  (8)  Check 
signed  by  relatives  to  order  of  undertaker  (sometimes  in- 
cluding the  doctor)  who  file  duplicate  bills,  receipted,  run- 
ning to  the  bank;  (4)  Assignment  of  claims  of  the  latter; 
(5)  Death  certificate.  Justification  for  the  above  is  found 
in  Section  2729  of  the  Code  of  Civil  Procedure,  already 
quoted. 

In  the  application  to  draw,  without  administration,  the  money  ot  deceased 
persons  deposited  in  The  Greekwich  Savikos  Baxk,  New  Yorlc,  the  following 
questions  must  be  answered: 

Did  you  know  tlie  said 

and  bow  long  have  you  known  him? 

Were  you  related  to,  or  connected  by  marriage  with  him,  and  how? 

State  how  you  know  the  facts  herein  stated  by  you. 


State  how  you  know  or  believe  the  said  person  to  be  the  same  person  who  is 
named  in  said  Bank  Book  as  the  depositor? 


Has  the  said died?    When  and 

where  did  he  die? 

Where  did  he  reside  at  his  death 

Did  he  leave  any  Will?    What  effort  has  been  made  to  ascertain  if  he  left  a 
WiU? 


Have  Letters  of  Administration  upon  his  estate  been  granted  by  any  authority 
in  any  State  or  County? 

Did  he  leave  any  real  estate;  if  so,  what,  and  where  and  what  was  its  value? 

What  amount  of  personal  property  did  he  leave,  and  If  so,  of  what  does  it 
consist? 

Was  he  indebted,  and  in  what  amount? 

Has  such  indebtedness  been  paid? 

Have  his  funeral  expenses  been  paid?    If  so,  to  whom,  when  and  to  what 
amount? 
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Did  he  leave  any  widow  or  husband?  State  the  name  and  residence  of  him 
or  her? 

Did  he  leave  any  children,  and  any  descendants  of  deceased  children?  If  so, 
state  their  names,  the  ages  of  those  under  twenty-one  years  of  age,  and  their 
residences. 


(If  the  decedent  left  no  descendants).  Did  he  leave  any  father?  If  so, 
state  his  name  and  residence. 

(If  the  decedent  left  no  descendant  or  father).  Did  he  leave  any  mother, 
brother,  sister,  or  children  of  a  deceased  brother  or  sister?  If  so,  state  their 
names  and  residences,  and  who  of  them  are  under  twenty-one  years  of  age. 

(If  the  decedent  left  no  widow,  descendant,  parent,  brother,  sister,  nephew  or 
niece).  Did  he  leave  any  great-nephews  or  great-nieces?  If  so,  state  their  names, 
ages  and  residences. 

(If  the  decedent  left  no  widow,  or  any  of  the  relatives  above  named).  State 
the  names  and  residences  of  all  the  relatives  of  the  decedent  who  are  of  an  equal 
degree  of  relationship  to  him. 


Has  a  guardian  been  appointed  by  any  authority,  or  in  any  state  or  county 
for  any  of  the  persons  above  mentioned  who  are  under  twenty-one  years  of  age? 


Death  of  Depositor  in  Single  Name  Account. 

The  custom  in  practically  all  banks  in  New  York  State 
in  cases  of  death  of  depositor  in  single-name  account,  is  to 
pay  the  legal  representative  upon  due  proof  of  death,  which 
may  either  consist  of  death  certificate  or  other  acceptable 
proofs,  together  with  authority  to  receive  payment  (letters 
of  administration  or  executorship)  with  waiver  from  state 
comptroller. 

In  small  places  where  death  is  a  matter  of  common 
knowledge,  tie  death  certificate  is  not  often  required,  the 
surrogate's  certificate  being  generally  held  to  be  sufficient 
proof,  as  is  frequently  the  case  in  banks  in  large  cities. 

As  elsewhere  stated,  in  cases  involving  amounts  too 
small  to  warrant  administration,  the  common  custom  is  to 
pay  the  undertaker  or  nearest  relative,  upon  proof  that  no 
other  estate  is  left,  and  under  safeguards  to  be  found  above. 

Death  of  One  Party  to  Joint  Account. 

A  majority  of  the  banks  pay  the  survivor  in  joint  ac- 
count, upon  proof  of  death  of  the  co-depositor,  with  waiver 
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of  the  comptroller.  One  bank  pays  survivor  upon  giving 
bond;  four  banks  will  not  take  joint  accounts;  five  require 
proof  of  death  and  waiver  if  the  account  is  payable  to  both 
parties  upon  both  signatures;  one  bank  requires  administra- 
tion ;  two  banks  pay  according  to  the  agreement  entered  into 
when  the  account  was  opened;  one  pays  the  survivor  where 
the  account  is  in  the  names  of  husband  and  wife.  If  notified 
of  the  death,  one  bank  requires  comptroller's  waiver,  but 
does  not  ask  if  co-depositor  is  living  when  payments  are 
made,  but  in  making  payment  upon  joint  accounts,  some 
banks  require  the  one  drawing  to  state  if  the  other  is  liv- 
ing or  not,  and  some  forms  have  this  provision. 

Death  of  Both  Parties  to  Joint  Account. 

Fifty-seven  banks  pay  to  the  estate  of  the  last  deceased 
in  cases  of  death  of  both  parties  in  joint  account.  Proof  of 
death  of  both  is  required  to  determine  priority  of  death, 
together  with  the  usual  letters  testamentary  or  of  adminis- 
tration, with  waiver  of  the  state  comptroller.  Two  banks 
require  administration  on  both;  one  bank  pays  to  the  legal 
representatives  of  both,  to  share  the  estate;  four  banks  do 
not  take  joint  accounts;  five  have  had  no  experience;  four 
refer  such  matters  to  the  attorney,  while  one  bank  opens 
joint  accounts  only  with  husband  and  wife  or  blood  rela- 
tives, while  a  few  take  bond  of  indemnity  in  certain  cases  as 
an  extra  precaution.  The  rule  in  New  York  would  there- 
fore seem  to  be,  to  pay  to  estate  of  last  deceased  upon 
determination  as  to  priority  of  death  and  certificate  of 
authority  to  receive  payment  and  release  from  the  comp- 
troller. 

Death  of  Trustee  in  Trust  Account. 

Savings  banks  in  New  York  quite  generally  seem  to 
recognize  the  fact  that  trust  accounts  in  these  institutions 
are  usually  self-constituted  trusts,  and  at  the  death  of  the 
trustee  the  fund  should  go  to  the  beneficiary.  Many  banks 
have  special  forms  for  opening  trust  accounts,  and  stamp 
an  agreement  to  this  effect  upon  the  pass  book.  This  is  in 
keeping  with  the  rule  in  the  Totten  Case  (177  N.  Y.,  112) 
and  Banking  Law  of  New  York. 

A   majority   of   banks   report   that   they   pay   to   the 
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For  the  withdrawal  of  funds  standing  in  the  name  of  a  de- 
ceased depositor^  if  Letters  Testamentary  or  of  Administration  are 
granted  in  this  state>  the  following  documents  will  be  required: 

1.  The  pass  book. 

2.  Certificate   of  recent  date   from   the  Clerk  of  the  Surrogate 

Court,  showing  the  appointment  of  the  Executor  or  Ad- 
ministrator. 
S.  Waiver  to  claim  for  Transfer  Tax  from  the  State  Controller 
in  Albany  or  his  receipt  for  the  tax.  The  Waiver  may  be, 
and  usually  is,  obtained  from  the  Attorney  for  the  State 
Controller,  Mr.  John  S.  Jenkins,  165  Broadway,  New  York. 

4.  Receipt  for  balance  of  the  decedent's  account  signed  at  the 

Bank  by  the  Executor  or  Administrator;  or  the  amount 
may  be  collected  thru  a  Bank  by  a  draft,  signed  by  the 
Executor  or  Administrator  as  such,  if  the  signature  is 
guaranteed  by  the  Collecting  Bank. 

Letters  Testamentary  or  of  Administration  granted  in  another 
State  or  in  a  Foreign  Country  are  of  no  force  in  New  York.  In 
such  cases  Ancillary  Letters  of  Administration  should  be  obtained, 
and  a  certificate  of  such  presented  to  the  Bank  instead  of  the 
second  item  above. 

Or,  should  it  be  impracticable  to  obtain  Ancillary  Letters  as 
above,  the  Bank  may  accept  the  following: 

1.  The  pass  book. 

5,  Certificate,  as  above. 

3.  Waiver,  as  above. 

4.  Assignment  of  Claim  for  balance  of  decedents  account  by  the 

Executor  or  Administrator  (signed  as  such)  to  a  resident 
of  the  State  of  New  York,  acknowledged  before  a  Notary, 
with  the  County  Clerk's  certificate  of  the  Notary's  signa- 
ture, or  acknowledged  before  a  United  States  Consul. 

5.  Receipt  at  the  Bank  from  Assignee,  or  the  amount  may  be  col- 

lected thru  a  Bank  by  a  draft  (signed  as  Assignee),  if  the 
signature  is  guaranteed  by  the  Collecting  Bank. 

Note.  In  case  of  Letters  of  Administration,  all  the  adminis- 
trators named  are  required  to  sign. 

Executors,  Administrators  or  Assignees  should  be  identified 
at  the  Bank,  or  payment  will  only  be  made  by  check. 
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beneficiary  upon  proof  of  death  of  the  trustee,  which  proof 
usually  consists  of  the  death  certificate,  or  other  acceptable 
evidence,  identification  of  the  beneficiary,  and  comptroller's 
waiver.  Eight  banks  merely  state  that  they  pay  the  bene- 
ficiary, and  the  presumption  arises  that  they  assure  them- 
selves of  the  death  of  the  trustee  and  identity  of  the  bene- 
ficiary, and  if  they  do  not,  they  should  obtain  the  waiver. 
Four  banks  do  not  pay  the  beneficiary  if  a  minor,  and  either 
hold  the  fund  until  majority  of  the  beneficiary  or  pay 
to  a  guardian.  Some  require  proof  of  relationship,  or  proof 
that  the  funds  belong  to  the  beneficiary ;  two  banks  will  only 
take  legal  trusts;  four  require  a  new  trustee  to  be  appointed 
(how  is  not  stated)  and  a  few  will  not  open  trust  accounts 
at  all. 

Death  of  Beneficiary  Befobe  Trustee. 

Twenty-two  banks  report  that  they  make  payment  to 
the  trustee  in  cases  where  the  beneficiary  dies  before  the 
trustee,  presumably  without  further  inquiry,  under  the  rule 
that  the  trust  is  a  tentative  one  and  the  trustee  has  sole 
control  during  life,  and  the  death  of  the  beneficiary  does 
not  alter  the  status  of  the  account  or  the  right  of  the  trustee 
to  withdraw  at  will. 

Twenty-one  banks  report  having  no  fixed  rule  in  this 
regard;  six  pay  the  trustee  upon  waiver;  three  upon  proof 
of  death;  three  require  administration;  three  require  the 
trustee  to  close  the  account;  one  will  transfer  to  another 
beneficiary  upon  proof  of  death  of  former  beneficiary;  two 
banks  will  not  transfer  such  accounts ;  one  pays  to  the  estate 
of  the  beneficiary;  one  requires  the  rights  of  the  parties  to 
be  established;  and  one  bank  does  not  take  trust  accounts. 

Death  of  Both  Parties  to  Trust  Account. 

Over  thirty  per  cent,  of  the  banks  pay  to  the  legal  rep- 
resentative of  the  last  deceased  where  both  parties  to  a  trust 
account  are  dead,  depending  upon  the  proofs  of  death  to 
determine  priority  of  death,  accompanied  by  letters  testa- 
mentary or  of  administration,  and  waiver. 

One  bank  requires  proof  of  death  of  both  with  waiver, 
and  pays  to  the  legal  representative  of  either ,  but  endeavors 
to  secure  the  consent  of  all  parties.     Fourteen  banks  pay 
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to  the  executor  or  administrator  of  the  beneficiary  upon 
waiver  and  death  certificate  of  the  trustee.  (This  practice 
no  doubt  is  based  upon  the  theory  that  the  trust  was  a  legal 
trust  and  the  rights  of  the  beneficiary  became  vested  in  his 
representative. )  Two  banks  require  proof  of  death  of  both 
parties  and  ordinarily  pay  to  the  estate  of  the  beneficiary, 
but  circumstances  might  warrant  payment  to  the  estate  of 
the  trustee.  Two  pay  to  the  estate  of  the  trustee,  presum- 
ably upon  the  ground  that  whatever  interest  the  beneficiary 
had  in  the  account  could  be  collected  from  the  estate  of  the 
trustee.  One  bank  requires  administration  upon  both 
parties.  In  one  case,  if  the  beneficiary  dies  first,  the  bank 
will  be  governed  by  conditions;  ordinarily  payment  is  made 
to  the  legal  representative  of  the  trustee  and  the  bene- 
ficiarv's  interest  must  be  collected  from  him.  One  bank 
states :  "If  the  trustee  dies  first,  we  would  pay  to  the  estate 
of  the  beneficiary  upon  proof  of  death  of  trustee;  if  bene- 
ficiary dies  first,  we  would  pay  to  the  estate  of  the  trustee; 
if  both  should  die  at  the  same  time,  as  in  accident,  the  mat- 
ter would  be  referred  to  the  court." 

Accounts  of  Deceased  Persons  in  Other  States. 

Banks  in  Xew  York  do  not,  as  a  rule,  pay  upon  letters 
issued  in  other  jurisdictions,  the  common  custom  being  to 
require  ancillary  letters  where  the  amount  involved  is  of  any 
considerable  size.  Some  banks,  however,  accept  foreign  let- 
ters upon  certificate  to  the  effect  that  no  letters  have  been 
issued  or  applied  for  in  New  York.  A  few  banks  honor 
letters  issued  in  near-by  states,  while  others  accept  foreign 
letters  if  accompanied  by  comptroller's  waiver.  Bond  of 
indemnity  is  frequently  required  to  guard  against  the  risk 
attending  the  payment  under  foreign  letters. 

The  procedure  in  cases  not  coming  under  the  above 
general  rules  may  be  stated  as  follows : 

One  of  our  largest  banks  only  requires  ancillary  letters 
in  cases  where  they  are  issued  in  a  foreign  country.  An-^ 
other,  if  the  amount  is  small  and  no  domestic  debts  are  left, 
honors  the  foreign  letters;  in  large  amounts  ancillary  letters 
are  required. 

A  frequent  custom  is  to  honor  assignment  to  a  citizen 
of  New  York,  accompanied  by  waiver,  sometimes  requiring 
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in  addition  the  death  certificate,  certificate  showing  that  no 
letters  have  been  granted  or  applied  for  in  New  York,  and 
the  draft  signed  by  both  the  legal  representatives  and  the 
assignee.  Quite  commonly,  in  cases  where  the  amount  is 
small,  the  foreign  letters  are  honored.* 


*Pamphlet  issued  by  the  Savings   Bank   Section,   American   Bankers'   A8S0> 
ciation,  and  prepared  hj  the  author. 


CHAPTER  XXIX 

LOST  PASS  BOOKS 

No  single  feature  of  savings  bank  management  is  at- 
tended with  more  petty  annoyance  than  the  matter  of  lost 
pass  books,  unless  it  be  the  payment  of  balances  due  de- 
ceased depositors,  where  the  amount  is  small  and  no  other 
estate  is  left.  And  dealing,  as  it  does,  largely  with  the 
working  classes,  arid  those  having  inadequate  facilities  for 
keeping  such  things  safely,  lost,  stolen  and  destroyed  books 
are  to  be  expected.  Not  wishing  to  put  the  depositor  to 
undue  annoyance  and  delay,  and  at  the  same  time  to  safe- 
guard the  bank  against  double  payment,  the  problem  re- 
solves itself  into  finding  an  easy,  yet  safe,  method  for 
making  such  payments. 

As  a  matter  of  fact  and  experience,  the  majority  of 
the  books  reported  lost  are  merely  mislaid,  and  few  are 
stolen  or  hopelessly  lost.  The  depositor,  anxious  to  avoid 
the  delay  and  annoyance  caused  by  the  loss,  is  usually  em- 
phatic that  it  is  a  hopeless  case,  and  cannot  see  that  the 
bank  runs  any  risk  in  pajang  him  at  once;  but  there  are 
cases  where  the  book  is  inadvertently  burned,  or  destroyed 
in  some  way,  when  nothing  is  gained  by  delay  except  com- 
pliance with  a  custom.  And  where  such  is  the  case,  the  risk 
is  nil.  But  where  it  is  a  case  of  theft  or  carelessness,  risk 
no  doubt  attends  such  payment,  and  due  care  should  be 
used.  A  peculiar  case  of  a  lost  book  occurred  some  years 
ago,  when  a  bank  book  in  the  safe  of  a  brick  maker  was 
carried  out  into  the  Hudson  River  bv  a  landslide  and  buried 
under  tons  of  clay.  Recovery  was,  of  course,  impossible, 
and  pa>Tiient  promptly  made  on  bond,  but  after  fifteen 
years,  the  safe  was  uncovered  by  the  action  of  the  tides  and 
the  book  was  found  to  be  intact  and  still  legible. 

There  are  several  cases  in  the  New  York  courts  that 
have  arisen  through  lost  and  stolen  books,  one  of  the  most 
peculiar  of  which  was  that  of  People  vs.  Third  Avenue 
Savings  Bank  (New  York  Savings  Bank  Cases,  p.  105). 
It  seems  that  in  selling  a  stack  of  hay  on  a  farm  of  a  convict 
in  Sing  Sing  prison,  a  bank  book  was  found  at  the  bottom 
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in  a  piece  of  stovepipe.  After  the  death  of  the  convict  the 
book  was  tui'ned  over  to  the  administrator,  and  demand 
made  upon  the  receiver  of  the  bank  for  the  dividend  due. 
A  book,  an  exact  duplicate  of  the  one  found  in  the  hay 
stack,  was  produced  by  the  receiver,  showing  that  the 
original  had  evidently  been  reported  lost  or  stolen  and  a 
new  book  issued.  Had  not  the  receiver  been  able  to  show 
due  care  in  payment,  doubtless  the  case  would  have  gone 
against  him.  The  case  of  Schoenwald  vs.  Metropolitan 
Sa\angs  Bank  (New  York  Savings  Bank  Cases,  p.  49) 
arose  from  a  stolen  book,  as  did  also  that  of  Kenney  vs. 
Harlem  Savings  Bank  (New  York  Savings  Bank  Cases, 
p.  118)  and  Wall  vs.  Emigrant  Industrial  Savings  Bank 
(New  York  Savings  Bank  Cases,  p.  113). 

The  IjEGal  Aspects  of  Lost  Books. 

It  is  practically  the  universal  rule  to  require  immediate 
notice  of  loss  or  theft  of  a  savings  bank  book,  and  most 
banks  have  this  plainly  stated  on  the  cover  of  the  book. 
And  the  depositor  is  very  quick  to  do  so;  but,  in  cases  of 
theft,  such  notice  cannot,  of  course,  be  given  with  the  same 
despatch  as  the  loss  in  other  ways.  As  a  matter  of  law, 
such  notice  is  required.  Sullivan  vs.  Lewiston  Savings 
Bank,  56  Me.  507;  Donlan  vs.  Provident  Savings  Institu- 
tion, 127  Mass.  183;  Burrill  vs.  Dollar  Savings  Bank,  92 
Pa.  134;  Kelly  vs.  Emigrant  Industrial  Savings  Bank,  2 
Daly  (N.  Y.)  227.  The  reason  for  this  rule  is,  that  dis- 
regarding the  rule,  the  depositor  cannot  recover  anything 
if  the  bank  should  pay  in  good  faith  and  with  proper  care; 
such  care  to  be  based  upon  the  surrounding  circumstances. 
Smith  vs.  Brooklyn  Savings  Bank,  101  N.  Y.  58;  Levy 
vs.  Franklin  Savings  Bank,  117  Mass.  448;  Goldrick  vs. 
Bristol  Co.  Savings  Bank,  123  Mass.  320.  After  giving 
the  notice  of  loss,  he  can  demand  his  deposit;  though  the 
bank  is  justified  in  requiring  him  to  give,  for  its  protection 
before  paying,  a  bond  of  indemnity.  Wall  vs.  Provident 
Savings  Inst.,  3  Allen  (Mass.)  96  and  6  Allen  320; 
3fitchell  vs.  Home  Savings  Bank  (New  York  Savings 
Bank  Cases,  p.  102).  Such  a  requirement  must  be  enforced 
reasonablv,  and  it  cannot  be  used  as  a  means  to  confiscate 
one's  property.     A  deposit,  therefore,  cannot  be  withheld 
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L05T 


Bank  Book  No.. 


East  Brooklyn  Savings  Bank, 

643  MYRTLK  AVE.,  BROOKLYNt  N.  Y. 

Payment  Stopped.      Please  Return  to  Bank. 


FOBS!     135.— AOVXKTISEAIEXT    OF    LOST    PASS    BOOK.       (tUIS    18    OIVEK    TO    OEPOSITOB    TU 

TAKE    TO    XEW8PAPEB.) 

from  a  depositor  who  can  prove  the  loss  of  his  book,  yet  is 
unable  to  give  the  bond.  Wahnis  vs.  Bowery  Savings 
Bank  (New  York  Savings  Bank  Cases,  p.  101);  Wagner 
vs.  Howard  Sav.  Inst.  52  N.  J.  Law  225.  To  withhold 
payment  from  such  a  depositor  would  be  "confiscation." 


LOST  or  STOLEW-Pass-Book  No.Z/%;?7Jof  the  CITIZENS* 
SAVINGS  BANK.  All  persons  are  cautioned  against  purchasing  or 
negotiating  the  same,  and  any  person  having  a  claim  to  said  Pass-Bex^ 
is  hereby  ealled  upon  to  present  the  same  to  the  Bank  on  or  before  the 

/i^^^CTLday  of__^^4=r^^rrji? — . 191^-^,  or  submit  to  having  the 

Pass- Book  declared  cancelled  and  extinguished,  and  a  New  Book  issued 
in  lieu  thereof. 


FOBM    136. — ^ADVEBTISEMEXT  OF  LOST  BOOK^  TO  BE  TAKEN  BY  OEPOSITOB  TO   KBW8PAFBB. 

And  likewise,  when  the  bank  has  known  for  many  years 
of  the  loss  of  a  depositor's  book,  it  is  justified  in  paying 
the  deposit  to  his  executor  without  requiring  him  to  give 
bond  of  indemnity.  Mills  vs.  Albany  Ex.  Sav.  Bank  (New 
York  Savings  Bank  Cases,  p.  104).  Moreover,  a  depositor 
who  is  physically  unable  to  give  notice  of  loss  on  the  day 
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of  its  occurrence  may  still  hold  the  hank  liahle  should  it 
immediately  pay  the  deposit  to  a  thief.  Wegner  vs.  Second 
Ward  Savings  Bank,  76  Wis.  242. 

Again,  if  a  bank  has  no  by-law  requiring  a  depositor  to 
give  notice  of  the  loss  of  his  book,  and  it  is  stolen  and  pre- 
sented with  a  forged  order,  and  his  deposit  is  paid  to  an- 
other, nevertheless  the  bank  is  still  liable  to  him.  The 
liability  of  the  bank  rests  entirely  upon  contract.  No  ques- 
tion of  negligence,  either  of  plaintiff  or  of  the  bank  officials, 
is  involved.     The  contract  was  the  ordinary  one  of  debtor 


r 


ACC'T  OPENED 


^^^ 


/  o  e  f 


THEN  LIVED 


NO 


LOST  BOOK 


WITH 


»  So 


PRESENT  BALANCE 


MARRIED  OR  SINGLE 


HHrf 


AGE 


'L 


DATE  OF  NOTICE 


FORM    137. — ^DETAILS   OF   ACCOUNT    IX    MATTER    OF    LOST   BOOK. 

and  creditor.  Ladd  vs.  Androscoggin  Co.  Savings  Bank, 
96  ]Me.  520.  (BoUes  Modem  Law  of  Banking,  p.  648  and 
authorities  cited.) 

The   Procedube. 


Upon  receipt  of  notice  of  lost  books,  the  first  step  is,  of 
course,  to  place  a  "stop  payment"  order  against  the  account. 
Some  banks  file  a  card  to  this  effect  in  the  card  signature 
cabinet;  others  make  notation  on  the  ledger,  or  both.  The 
depositor  must  then  be  placed  in  position  to  obtain  another 
book  or  the  money  upon  proceedings  satisfactory  to  the 
hank.     In  some  States,  as  will  be  seen  presently,  this  is  a 


30 
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M.] 

Of rici  6,  26  ft.  FirrturrH  8t         Orfict  C,  Y911K  and  Fmnt  8Tti 

THE  WESTERN  SAVING  FUND  SOCIETY 

OF  PHILADELPHIA 
1000  WALNUT  8TRCCT 


ii   ^■UHKMK.  M^^namt  Timj^umm  MMOCMOK  P.  tUklXOtlKLL, 


Lost  Book  Indemnifying  Receipt 

Waived, .0/  Ct^  WtMtUW 

SsplHt  TMd  Sodtip  of  PUMtlpHs, 

balance  of  my  deposit  in  bank  book  No, fpAfcA' 

has  been  lost  or  destroyed,  and  eannot  be  delivered  to  the  said 
Society  f  as  the  rules  thereof  require^  and  I  hereby  agree  to 
indemnify  the  said  The  Western  Saving  Fund  Society  of 
Philadelphia  from  all  los9  by  reason  of  such  payment  to  me 
without  the  said  book . 


rOBK  138. — UMT  BOOK  IllDCMXimyO  AECEZPT. 

matter  of  law,  but  in  others,  as  in  Xew  York,  this  matter 
is  left  to  the  individual  banks. 

The  methods  in  vogue  are  three:  advertising,  bond  of 
indemnity,  affidavit  of  loss.    Some  banks  use  but  one  of  the 
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three,  others  a  combination,  and  still  others  all  three.  Where 
the  amount  is  small,  equity  and  justice  demands  a  speedy, 
inexpensive  procedure.  The  following  section  of  the  by- 
laws from  a  savings  bank  on  Long  Island  covers  this  point 
^vithout  hardship  or  risk.  "If  a  pass  book  is  lost,  the  de- 
positor should  immediately  notify  the  bank,  and  if  after  a 
reasonable  time  the  book  is  not  found,  and  the  balance 
thereon  is  not  more  than  $10,  a  receipt  shall  be  taken  for 
the  balance,  stating  that  the  book  is  lost.  If  the  balance 
is  more  than  $10  and  not  over  $50,  the  depositor  shall  make 
affidavit  as  to  the  loss  of  the  book  and  give  a  receipt  for  the 
balance.  If  the  balance  is  more  than  $50,  the  depositor  shall 
execute  to  the  bank  a  bond  of  indenmity  for  twice  the 
amount  of  the  balance  with  sureties  to  be  approved  by  the 
officers.*  In  all  cases  of  lost  books  the  accounts  shall  be 
closed  and  the  balance  if  not  withdrawn  shall  be  transferred 
to  a  new  account  under  another  number."  Another:  "If 
a  savings  bank  book  be  accidentally  lost  or  destroyed  and 
the  owner  makes  affidavit  of  that  fact  and  of  its  circum- 
stances, and  gives  a  receipt  for  the  money  drawn  on  such 
account,  such  money  will  be  paid  unless  the  case  be  such 
as  to  afford  reasonable  ground  of  suspicion  of  fraud." 

In  most  of  the  New  England  States  the  procedure  is 
covered  by  law.    Thus  in  New  Hampshire: 

"Whenever  the  deposit  book  of  a  depositor  in  a  savings 
bank,  or  savings  institution,  is  alleged  to  be  lost  or  de- 
stroyed, and  the  depositor  shall  request  such  bank  or  institu- 
tion to  issue  to  him  a  duplicate  thereof,  he  shall,  if  such 
bank  or  institution  so  requires,  advertise  such  loss  or  de- 
struction by  publishing  a  notice  thereof  containing  a  descrip- 
tion of  such  book  by  its  date  and  number,  together  with 
the  name  of  the  bank  or  institution  which  issued  the  same 
three  weeks  successively  in  two  newspapers,  one  published 
in  the  vicinity  of  the  residence  of  the  depositor,  and  the 
other  in  the  vicinity  of  the  place  of  business  of  such  bank 
or  institution  and  by  posting  a  like  notice  at  the  office  of 
such  bank  or  institution. 

"If  no  other  person  shall  make  claim  to  such  book  or 
to  the  deposit  thereunder  within  three  months  after  such 
publication  and  notice,  such  savings  bank  or  savings  institu- 

*l'be   custom   of   requiring  bond   of   indemnity  is   rapidly   dying  out,   and 
proper  advertisement  and  affiaavit  are  being  substituted. 
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State  of 
Countie 


190^ 


^Ldcf  <^^^:f<^ 


.being  duly  swam,  doth  depose 


and  say.  I  reside  aL  .^-•^ 


and  I  am  a  depositov  in  THE  NORWICH  SAVINGS  SOCIETY,  Norwich. 

Connecticut,  having  received  from  the    said    Society  a  .book  containing  t^ 

amount  of  my  deposit,  and  numbered J:.^J..£.^.^,     That  on  or  about 

the /^k-*-ryv£r7 day  of  (L^^^^i  ^  ^^:^ .19//    the  said 

booi<  was—^^-^i^gi^ 4r?f  w-'^^.-c^  ^ ^,.i^Ct,^c<:r^r' 


that  I  have  made  diligent  search  for  said  bool<  and  have  t)een  unable  to  find  it» 
and  that  1  am  fgnorant  of  the  whereabouts  of  said  book :  that  the  same  is  out 
of  my  possesion,  beyond  my  control,  and  t))at  the  loss  of  said  l)ook  was 
accidental.    . 

I  have  not  given,  transferred  nor  assigned  said  book  to  ariy  person  or 
persons,  nor  have  I  given  any  person  or  persons  a  draft  or  other  authority  to 
draw  on  my  said  account,  nor  is  said  book  pledged  as  security  or  otherwise. 


Subscrit)e3  and  sworn  to  before  me  | 
this.-/  ^—day  q\J)^^-*-^      i9g^V4 


•mtcry  Public . 


FOEX    139.— AFFIDA\1T    OF    LOST    BOOK. 


tion  shall  issue  to  the  depositor  a  duplicate  of  such  book, 
which  shall  contain  a  complete  statement  of  the  depositor'^ 
account,  and  shall  state  that  it  is  issued  in  lieu  of  the  one 
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alleged  to  have  been  lo9t  or  destroyed;  and  such  savings 
bank  or  savings  institution  shall  not  be  liable  thereafter  on 
account  of  such  original  book. 

"If  any  adverse  claim  shall  be  made  to  such  original 
book  or  deposit  before  a  duplicate  book  has  been  issued,  or 
if  such  savings  bank  or  savings  institution  shall  refuse  to 
issue  a  duplicate  thereof,  such  claimant  or  depositor  may 
petition  the  superior  court  for  relief  and  such  court  may 
after  due  notice  and  hearing,  make  such  orders  and  decrees 
in  the  premises  as  justice  shall  require." 

In  Connecticut:  "When  any  pass  book  issued  by  a 
savings  bank  or  other  institution  for  savings  has  been  lost 
or  destroyed,  the  person  in  whose  name  such  book  was 
issued,  or  his  legal  representatives,  may  make  written  appli- 
cation to  the  bank  which  issued  such  pass  book  for  pay- 
ment of  the  amount  of  the  deposit  represented  by  said  book 
or  for  the  issuance  of  a  duplicate  book  therefor,  and  shall 
give  public  notice  of  such  application  by  advertising  the 
same  at  least  once  a  week  for  three  weeks  successively  in  a 
newspaper  published  in  the  town  in  which  such  bank  is 
located,  or  if  no  newspaper  be  published  in  said  town,  in 
a  newspaper  having  a  circulation  in  said  town.  If  said 
book  shall  not  be  presented  to  said  bank  within  six  months 
after  the  date  of  the  first  avertisement,  as  aforesaid,  said 
bank  shall,  upon  proof  that  notice  has  been  given  as  here- 
inbefore provided,  pay  the  amount  due  on  said  book  or 
issue  a  duplicate  therefor,  and  upon  such  payment  or  deliv- 
ery of  a  new  book  all  liability  of  the  bank  on  account  of 
the  original  book  shall  terminate."  Public  Acts  of  1907, 
Chapter  180.  Massachusetts  and  Maine  statutes  are  similar 
except  that  the  period  is  three  months. 

In  many  instances  both  advertising  and  indemnity  bonds 
are  required,  as,  for  instance,  in  Pennsylvania:  "If  a  de- 
positor shall  lose  his  or  her  pass  book,  immediate  notice  of 
the  loss  must  be  given,  and  a  new  book  will  be  issued  to  the 
depositor  upon  satisfactory  proof  of  identity,  and  after  the 
depositor  shall  have  advertised  the  loss  of  the  book  in  one 
daily  newspaper  and  after  the  depositor  shall  have  given 
to  the  society  satisfactory  indemnity  against  any  loss  to 
the  society  in  respect  to  the  book  so  lost." 

The  notice  usually  states  that  book  No.  —  is  lost  or 
stolen,  that  payment  has  been  stopped,  and  calls  upon  all 
parties  ha\ang  claims  against  said  book  to  present  iihe  same 
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within  a  stipulated  time,  after  which  the  old  book  will  be 
declared  extinguished  and  new  book  issued,  or  payment 
made.  Other  banks  simply  state  that  the  book  is  lost  and 
payment  has  been  stopped,  finder  to  return  to^'the  bank.  It 
is  usual  to  wait  a  certain  length  of  time  before  making 
payment,  or  issuing  new  book  (which  amounts  to  the  same 
thing),  but  the  period  of  three  and  six  months,  as  required 
in  New  Hampshire  and  Connecticut,  respectively,  would 
seem  unnecessary  and  burdensome  upon  the  depositor.  Affi- 
davit of  loss  is  usually  taken,  in  all  instances  as  a  matter  of 
precaution,  which  is  wise,  as  the  average  man  would  not 
perjure  hmself  in  such  a  small  matter.  An  instance  of  the 
latter  came  to  the  winter's  notice  a  short  time  ago.  A  de- 
positor, wishing  to  draw  money,  was  unable  to  obtain  his 
book  from  his  aged  mother,  who  was  safeguarding  the  prop- 
erty of  a  spendthrift.  He  claimed  the  old  lady  had  inad- 
vertently burned  the  book  while  putting  coal  on  the  fire. 
He  was  willing  to  pay  the  advertising  fee  (fifty  cents),  and 
the  advertisement  was  duly  inserted.  At  the  proper  time 
he  was  given  the  affidavit  to  have  signed  by  his  mother, 
which  she  naturally  refused  to  do,  as  the  book  had  not  been 
burned,  in  consequence  of  which  the  money  was  not  paid. 
In  small  amounts  advertising  and  affidavit  are  ample  pro- 
tection,  but,  in  large  matters,  satisfactory  bond  should  be 
insisted  upon. 

In  an  investigation  covering  this  question,  made  by  the 
Committee  on  Methods  and  Systems  of  the  Savings  Bank 
Section  of  the  American  Bankers'  Association,  in  March, 
1910,  and  covering  1,700  banks,  from  which  over  600 
replies  were  received,  it  was  found  that  four  methods  for 
protecting  the  banks  in  case  of  lost  or  stolen  books  are 
in  common  use,  viz.:  Affidavit  of  loss;  bond  of  indemnity; 
advertisement  of  loss;  notice  of  loss.  Some  banks  combine 
two  or  more  of  these,  while  others  use  but  one.  Many  com- 
mercial banks  issue  duplicate  book  on  statement  of  loss. 
Some  savings  banks  do  so  upon  being  satisfied  that  a 
thorough  search  has  been  made  for  the  missing  book,  but 
these  are  not  common.  The  practices  most  in  use  may  be 
classified  as  follows:  813  banks  do  not  cover  this  matter 
in  their  by-laws;  205  banks  require  bond;  185  banks  do 
not  ask  for  bond;  84  if  occasion  warrants;  198  banks  re- 
quire advertisement  of  loss;  845  do  not;  44  under  certain 
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circumstances;  474  issue  duplicate  books;  142  do  not;  14  at 
times. 

Only  six  banks  report  charging  a  fee  for  lost  book, 
other  than  the  cost  of  advertising  or  drawing  the  bond, 
which  usually  costs  a  nominal  sum,  but  in  some  cases  runs 
from  $1.00  to  $3.00. 


CHAPTER  XXX 

ADVERTISING  THE  SAVINGS  BANK 

There  are  three  essentials  in  savings  hank  advertising: 
First,  it  must  attract  attention;  every  advertisement  must 
attract  attention  or  it  utterly  fails;  it  might  just  as  well  not 
have  been  printed.  Attention,  as  St.  Elmo  Lewis  says,  is 
purely  a  mental  condition,  and  if  the  attention  is  caught,  it 
means  that  the  advertisement  has  been  so  displayed  that  it 
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has  caught  the  eye  and  been  telegraphed  to  the  brain;  that 
here  is  something  worth  looking  into. 

Second,  it  must  awaken  interest;  it  must  incite  inquiry; 
it  must  create  a  desire  to  know.  Interest  is  merely  sus- 
tained attention,  concentrated  thought;  and  if  your  interest 
is  awakened,  the  advertisement  has  accomplished  the  second 
step,  and  has  made  an  impression  upon  you. 

The  third  is  to  arouse  to  action.  Having  appealed  to 
you  and  interested  you,  it  must  lead  you  to  do  something; 
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it  must  persuade  you  that  you  want  to  do  or  ought  to  do 
what  the  advertisement  tells  you  you  should  do.  It  is  futile 
to  merely  admire  the  setting  of  the  advertisement,  the  catcii- 
iness  of  its  verbiage,  or  the  brilliancy  of  its  wit;  if  it  does 
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not  persuade  you  to  do  something,  it  has   failed  in  its 
purpose. 

Having  come  to  this  point  it  must  bring  your  conviction 
to  the  point  of  action;  and  if  a  bank  advertisement  has 
brought  you  to  the  point  where  you  determinte  to  sit  down 
and  ask  for  information,  even  to  inquiring  how  to  open 
an  account  with  the  bank,  or  even  persuaded  you  to  save 
your  money,  that  advertisement  has  not  been  in  vain.  It 
has  been  well  said  that  an  ad.  must  have  a  good  position  to 
secure  an  audience;  it  must  be  well  dressed  to  create  an 
impresnon;  it  must  contain  convincing  talk  to  inspire  action. 
Attention,  impression,  action — the  ad.  that  arouses  these 
three  emotions  is  the  successful  ad. 


Savings  Bank  Advertising  Should  Be  Educational. 

We  are  well  aware  how  the  people  were  educated  dur- 
ing the  free  silver  craze,  for  then  the  bankers  say  that  it 
was  essential  that  the  people  should  be  educated  in  banking 
principles,  and  it  has  been  said  that  they  literally  poured 
out  millions  to  properly  educate  the  public  on  this  question, 
and  it  has  been  claimed  that  this  was  the  first  educational 
political  campaign  since  the  times  of  Hamilton,  Jackson 
and  Lincoln.* 

Printers'  ink  plays  an  ever  more  important  part  in 
political  campaigns,  and  the  value  of  judicious  advertising 
is  coming  to  be  recognized  in  politics  as  w^ell  as  in  business. 
And  savings  bank  advertising  must  essentially  be  educa- 
tional. 

The  savings  bank  has  nothing  to  sell  but  its  services,  and 
these  it  offers  without  money  and  without  price — yea  more, 
it  pays  for  the  privilege  of  serving;  but  the  general  public 
does  not  look  upon  it  in  that  light,  and  many  do  not  know 
the  why  and  wherefore  of  the  savings  bank  at  all.  All 
the  advertising  sent  out  should  therefore  be  instructive.  The 
idea  of  inculcating  thrift  must  ever  be  uppermost.  The  de- 
positor should  have  clearly  set  before  him  the  fundamental 
idea  of  the  savings  bank,  the  value  of  a  reserve  fund,  the 
benefits  of  saving,  the  earning  power  of  money;  what  the 
bank  aims  to  do  for  its  people  and  how  it  does  it;  what  use 


•St.  Elmo  Lewis  before  Chicago  Chapter  A.  L  B. 
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it  makes  of  funds  left  in  its  care,  and  the  safeguards  and 
security  afforded  by  it. 

Much  of  this  educational  work  need  not  be  pmd  for,  for 
the  press  is  ever  ready  to  print  interesting  items  along  this 
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line  as  matters  of  news,  and  our  best  known  savings  institu- 
tion no  doubt  occupies  its  enviable  position  to-day  largely 
through  the  fact  that  it  has  received  much  space  in  the 
press  for  which  it  did  not  pay,  and  such  favorable  com- 
ments have  been  its  very  best  advertising  medium. 

The  problem  in  savings  bank  advertising  is  not  usually 
a  question  of  money,  although  some  bankers  hold  that  a 
savings  bank  has  no  right  to  use  the  money  of  one  man  to 
obtain  the  money  of  another;  but  the  question  is,  how  to 
do  it  and  where  to  do  it  most  effectively.  Much  of  our 
savings  bank  advertising  is  absolutely  thrown  away.  It  can 
hardly  be  called  charity,  because  the  local  newspaper  is  not 
a  charitable  enterprise.  We  have  all  witnessed  hundreds 
of  dollars  contributed  to  the  daily  papers  with  no  other 
thought  than  to  sustain  the  local  sheet.  The  same  space 
filled  with  bright,  snappy,  educational  talks  would  have  been 
much  more  beneficial,  both  to  the  bank  and  to  the  reader^ 
but  the  trouble  has  been  the  bank  men  did  not  know  how, 
and  it  may  be  they  never  gave  the  matter  due  thought. 

Three  Mistakes  in  Advertising. 

Savings  banks  everywhere  have  made  three  mistakes  in 
their  advertising:  Fir^t,  they  have  looked  upon  it  as  a 
necessary  evil  and  have  carried  a  "standing"  advertisement 
so  long  in  one  spot  and  in  one  "set-up"  that  it  has  become 
rooted,  and  is  worth  less  than  the  paper  it  is  printed  on. 
The  matter  usually  inserted  is,  the  name  of  the  bank  and 
the  officers,  hours  of  business  and  list  of  trustees,  vnth  a  few 
rules  and  regulations.  No  one  ever  thinks  of  reading  this 
the  second  time,  and  many  could  say  it  over  by  heart  from 
seeing  it  so  often..  The  waste  of  money  in  this  respect  must 
be  appalling  in  the  course  of  a  year;  and  it  is  appalling,  for 
the  same  amount  of  money  ought  to  buy  publicity j  whereas 
it  buys  nothing. 

The  second  error  has  been  in  emphasizing  the  interest 
rate.  To  advocate  the  accumulation  of  principal  is  much 
better  education  than  to  emphasize  the  interest  rate;  for  no 
change  of  interest  rate  can  alter  the  value  of  saving  as  a 
habit.  It  is  true  this  is  an  attraction,  and  perhaps  one  of 
the  principal  ones ;  but  the  saving  bank  has  another  function 
besides  the  payment  of  interest.  It  is  to  accumulate  prin- 
cipal.    And  this  is  more  important  than  to  pay  interest* 
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The  savings  bank  has  itself  to  blame  when  the  depositor 
gets  wrongful  notions  about  these  questions.  Take  the 
New  York  situation,  for  example;  For  upwards  of  ten 
years  the  New  York  banks  have  been  educating  their  de- 
positors to  expect  four  per  cent,  interest,  and  four  per  cent 
is  now  so  firmly  fixed  in  the  minds  of  the  savings  bank 
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people  as  a  fair  savings  bank  rate  that  when  it  becomes 
necessary  to  reduce  the  interest  rate  as  a  matter  of  good 
banking  and  build  up  surplus  account,  there  goes  up  a 
strong  protest  when  tlie  cut  is  made.  But  had  these  banks 
been  hammering  into  the  heads  of  the  people  the  idea  that 
three  and  one-half  per  cent,  was  a  fair  rate  and  the  im- 
portant thing  was  the  accumulation  of  principal,  the  results 
both  to  the  banks  and  to  the  depositors  would  have  been  dif- 
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ferent;  and  the  bai^s  have  no  one  but  themselves  to  blame 
if  the  people  crj^  out  for  the  full  measure  of  interest,  or  go 
where  they  can  get  it. 

The  tWrd  error  is  in  making  the  advertising  spasmodic. 
The  usual  procedure  is  to  advertise  the  dividend  only,  twicq 
a  year  for  a  few  weeks.  This  is  very  well  and  good;  but  if 
the  educational  aspects  of  the  savings  bank  were  held  prom- 
inently before  the  people  day  in  and  day  out  throughout  the 
land,  a  diflFerent  generation  of  depositors  would  soon  be 
born.  Better  to  have  two  inches  of  live  matter,  well  se- 
lected, readable  and  catchy,  every  day,  than  two  hundred 
inches  in  a  special  edition. 

The  argument  frequently  heard  that  "ours  is  the  only 
bank  in  the  community  and  everybody  knows  where  we  are 
and  what  we  do,"  is  not  well  taken;  for  while  a  great  many 
may  know  where  you  are,  they  do  not  understand  what  you 
do,  or  how  you  do  it,  and  have  yet  to  be  convinced  that  you 
can  render  them  a  service.  Whoever  earns  more  than  he 
spends  is  a  legitimate  object  for  savings  bank  solicitation, 
and  until  you  have  on  your  books  every  man  and  woman 
in  this  class  in  your  baliwick,  you  have  not  exhausted  your 
field.  There  is  everj^where  hidden  wealth  which  can  be 
brought  to  light  if  the  owner  is  convinced  that  he  can  safely 
entrust  it  to  your  keeping;  and  when  he  is  satisfied  that  you 
can  take  better  care  of  his  money  than  he,  you  will  be  made 
custodian  and  trustee.* 

The  mere  fact  that  a  bank  has  been  in  operation  for  fifty 
years  and  lives  in  a  fine  house  is  well  and  good — but  a  big 
building  has  the  same  psychological  eflFect  as  a  church 
steeple, — ^it  indicates  that  here  is  a  bank  that  stands  for 
something;  but  like  the  church  steeple  pointing  to  heaven, 
it  will  not  win  many  converts  until  that  for  which  it  stands 
is  firmly  impressed  upon  the  minds  of  those  who  see  it. 

The  Mediums. 

The  mediums  for  disseminating  savings  bank  informa- 
tion are:  First,  the  newspaper.  It  cannot  be  denied  that 
newspapers  are  read,  and  read  by  everybody.    And  the  ad. 

*For  one  of  the  most  interesting  and  practical  papers  on  savings  bank  adver- 
tising, see  address  of  £.  St.  Elmo  Lewis  before  the  Savings  Bank  Section, 
American  Bankers*  Association,  at  New  Orleans,  November,  1911,  found  in  the 
book  of  proceedings,  American  Bankers*  Association,  for  1911. 
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tliat  is  well  placed  and  well  displayed  and  well  written  will 
be  read.  It  is,  of  course,  one  of  the  most  expensive  of  the 
many  mediums,  but  its  very  costliness  is  evidence  that  it 
produces  results.  One  need  but  watch  the  largest  adver- 
tisers of  the  country,  particularly  the  department  stores, 
to  be  convinced  that  newspaper  advertising  pays,  and  pays 
well.  They  would  not  use  this  medium  so  freely  if  it  did 
not  produce  results. 

All  newspaper  advertising  should  be  carefully  done.  It 
must  be  remembered  that  the  audience  is,  in  a  large  sense, 
the  same  year  in  and  year  out,  and  to  impress  them  with 
the  merits  of  the  case,  the  matter,  while  it  may  not  be  new, 
must  be  presented  in  an  ever  changing  dress  in  order  to 
attract  and  convince.  If  good  "copy"  cannot  be  written  by 
the  one  in  charge,  there  are  numerous  agencies  that  make 
a  specialty  of  supplying  well  written  and  catchy  bank  ads. 
But  among  the  many  things  that  may  be  emphasized  in  such 
advertising  are: 

The  strength  and  soundness  of  the  bank;  its  investments 
and  its  general  policy. 

The  trustees  or  managers;  their  standing  in  the  com- 
munity, and  their  successes  in  their  own  callings. 

The  great  value  of  a  rainy  day  fund. 

The  accumulative  power  of  interest. 

The  services  of  the  bank  in  helping  depositors  to  accu- 
nmlate  money  for  a  definite  purpose. 

The  security  of  the  vaults. 

The  courtesy  extended  to  every  depositor. 

The  growth  of  the  bank  as  shown  by  statistics. 

The  interest  rate  and  rules. 

The  record  of  savings  banks  in  the  State  and  the  free- 
dom from  losses. 

The  acceptance  of  small  amounts  on  deposit. 

Young  people  can  be  appealed  to  to  save  in  order  to 
accomplish  their  cherished  ambitions,  and  examples  without 
limit  may  be  cited  to  show  how  saving  has  laid  the  foun- 
dation for  many  fortunes. 

Middle  aged  people  may  be  appealed  to  to  save  in  order 
to  be  independent  in  old  age  and  sickness. 

Married  people  are  susceptible  to  appeals  to  save  for 
the  sake  of  those  dependent  upon  them. 

In  addition  to  this  may  be  mentioned  timely  stories  of 

31 
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^'human  interest"  showing  what  other  people  have  done  in 
the  way  of  saving;  how  fires  and  thieves  and  rats  have 
destroyed  the  savings  of  years,  and  how  a  bank  account 
would  have  prevented  these  losses ;  good  advice  in  the  matter 
of  get-rich-quick  schemes  and  other  questionable  ways  of 
making  money;  proper  investments,  etc.; — ^in  short,  acting 
on  the  principle  that  people  are  more  interested  in  people 
than  in  things,  aim  to  reach  them  through  the  medium  of 
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their  human  side  rather  than  to  pound  cold  logic  and  hard 
facts  into  their  heads. 

The  second  medium  is  the  booklet,  to  be  distributed 
both  to  old  and  to  prospective  depositors.  This  should  be 
educational  in  its  tone,  full  of  human  interest,  illustrated  if 
possible,  well  printed  and  on  good  paper.  It  should  set 
forth  many  of  the  matters  enumerated  above,  and  while 
general  in  its  aspect  it  should  point  but  one  way — to  the 
savings  bank  that  issues  it.  It  should  be  distributed  with 
•care  and  with  regard  to  the  people  to  whom  it  is  to  appeal. 

The  third  medium  includes  gratuities  of  all  sorts,  blot- 


478     THE  SAVINGS  BANK  AND  ITS  PRACTICAL  WORK 

ters  for  the  school  children  and  office  people,  rulers,  pencils, 
etc.,  which  are  sure  to  be  carried  home  and  used. 

Fourth:  The  little  home  banks,  which  are  treated  under 
another  chapter. 

"Good  will  advertising"  in  church  papers,  fair  pro- 
grammes, and  kindred  organs  must  be  looked  upon  as  con- 
tributions pure  and  simple.  Advertising  has  a  cuiuuIatiTe 
effect;  it  "piles  up,"  as  it  were.  The  ad.  thatls  read  to-day 
reiterates  and  reinforces  that  of  yesterday.     It  is  like  the 


repeated  blows  of  a  small  hammer,— bound  to  crack  some- 
thing if  kept  up  long  enough;  and  the  proposition  is  to 
make  your  name  so  well  known  that  the  man  with  money  to 
deposit  instinctively  turns  to  you.  The  account  that  is 
opened  is,  as  a  rule,  bound  to  grow,  and  if  the  customer  is 
pleased  his  account  will  bring  another.  Your  best  medium, 
after  all,  is  the  got>d  will  of  your  people. 


CHAPTER  XXXr 

DORMANT   ACCOUNTS 

No  single  feature  of  savings  bank  management  is  more 
generally  misunderstood  on  the  part  of  the  public  than  the 
matter  of  donnant  accounts.  In  some  localities  rumors  are 
frequently  heard  that  the  ornate  buildings  of  savings  insti- 
tutions have  been  built  with  these  imclaimed  balances,  and 
such  erroneous  ideas  have  caused  much  unfavorable  criti- 
cism of  the  bank  management. 

The  impression  is  quite  common  that  the  bank  or  the 
State  eventually  comes  into  possession  of  these  moneys. 
This  is  true  in  but  a  few  States,  notably  Pennsylvania  and 
Massachusetts,  wherein  after  thirty  years  the  money  is  paid 
over  to  the  State  treasurer,  who  must  hold  himself  in  readi- 
ness to  repay  upon  presentation  of  duly  authenticated 
claims.  In  New  York  the  debt  remains  forever  an  obliga- 
tion of  the  bank.  That  all  such  notions  are  fallacious  needs 
no  refutation  at  this  time,  and  we  confine  ourselves  to  the 
more  interesting  side  of  this  subject. 

The  New  York  savings  banks — in  fact  large  banks 
everywhere — are  constantly  hunting  up  people  whose  ac- 
counts have  become  or  show  the  possibility  of  becoming 
dormant,  and  frequently  the  rightful  owners  turn  up 
through  such  "detective  work,"  some  to  get  a  handsome 
reward  for  their  forgetfulness,  and  others  to  get  a  like 
reward  for  the  forgetfulness  of  others. 

It  does  not  always  happen  that  the  owner  of  the  book 
is  found,  but  every  eflFort  is  made  to  locate  the  legal  repre- 
sentatives, whoever  and  wherever  they  may  be,  and  the 
common  notion  that  the  savings  bank  encourages  these  dor- 
mant accounts  and  endeavors  to  retain  them  is  erroneous  in 
the  extreme. 

A  recent  investigation  covering  this  subject,  made  by 
the  Savings  Bank  Section  of  the  American  Bankers'  Asso- 
ciation, showed  that  very  few  banks  encourage  dormant 
accounts,  and  this  practice  is  not  common,  the  usjual  custom 
being  to  find  the  rightful  owner  as  speedily  as  possible  and 
lender  him  his  money;  qt  better,  to  prevent  the  account 
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becoming  dormant  by  constant  care,  and  when  an  account 
shows  any  Ukelihood  of  becoming  quiescent  to  request  the 
depositor  to  reinstate  it  by  a  deposit  or  a  withdrawal. 

Some  banks  stop  interest  after  a  stipulated  term  run- 
ning from  ten  to  twenty-two  years,  while  a  few  continue 
to  pay  interest  as  long  as  the  account  remains  on  the 
books. 

Much  of  the  dormant  account  money  now  held  by  the 
banks  originally  belonged  to  men  who  went  into  the  Civil 
War  and  never  returned,  and  sailors  who  have  been  lost  at 
sea.  In  fact,  it  is  said  that  the  largest  amount  of  dormant 
money  in  New  York  (the  total  is  about  $2,500,000  for  the 
State)  is  in  the  bank  which  has  catered  especially  to  the 
sailor  class.  The  author  met  a  sailor  at  one  time  who  had 
on  his  person  pass  books  of  savings  banks  and  postal  sav- 
ings banks  all  over  the  world;  and  it  can  readily  be  seen 
that  if  he  were  lost  at  sea  there  would  be  the  likelihood  of 
all  these  accounts  becoming  dormant. 

In  one  bank  a  man  was  found  who  had  deposited  money 
in  the  bank  a  long  time  ago  and  after  quarreling  with  his 
family  had  changed  his  name;  after  a  long  hunt  he  was 
found,  but  refused  to  acknowledge  that  he  was  the  man 
who  made  the  original  deposit,  and  the  bank  had  to  take 
legal  proceedings  to  compel  him  to  accept  it.  A  woman 
deposited  money  in  three  diflFerent  banks  under  three  differ* 
ent  names;  her  heirs  were  hunted  up  thirty-five  years  later 
and  given  the  money.  A  bricklayer  had  deposited  two 
hundred  dollars  a  long  time  ago  and  forgotten  it;  he  was 
handed  eighteen  hundred  dollars,  and  no  less  a  personage 
than  Chauncey  M.  Depew  is  charged  with  the  serious  crime 
of  forgetting  that  he  had  money  in  a  savings  bank  for 
nearly  a  quarter  of  a  century.  One  of  the  richest  widows 
in  New  York  had  five  thousand  dollars  she  had  forgotten. 

One  day  a  woman  walked  in  one  of  the  New  York 
banks  and  said  her  husband  had  died  in  Panama  years  ago, 
leaving   her  a  deposit  of  $3,000;  they   paid  her  $8,000. 

Another  bank  book  came  in  from  Scotland,  representing 
an  account  of  forty  years'  standing;  the  bank  had  worked 
on  the  case  for  several  years.  The  heirs  of  Fannie  Cleier, 
who  lived  at  Ithaca  at  one  time,  can  obtain  $5,000  upon 
proper  proof  to  the  proper  bank.  Also  the  heirs  of  Henry 
Morse,  who  held  fifteen  shares  of  stock  in  one  of  the  richest 
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banks  in  New  York,  may  obtain  $2,891.07  upon  furnishing 
proof. 

The  sentimental  side  of  these  dormant  accounts  may  be 
seen  from  the  following  instance:  A  yoimg  woman  de- 
posited $400  in  a  bank  some  years  ago,  and  died  shortly 
afterward;  her  mother  was  hunted  up  and  tendered  the 
money,  which  she  refused,  on  the  ground  that  the  daughter 
had  run  away  from  home  and  become  wayward.  It  is  said 
that  another  bank,  not  a  savings  bank,  holds  $100,000 
belonging  to  two  sisters  who  came  from  Ireland.  The  heirs 
of  Sarah  H.  Williams,  who  died  a  few  years  ago,  leaving 
no  trace  of  her  relatives,  have  $40,000  due  them. 

Dormant  Accounts  Full  of  Romance. 

While  these  dormant  accounts  are  full  of  romance,  the 
banks  see  in  them  only  a  care,  and  while  they  are  a  source 
of  trouble  and  expense,  they  are  also  full  of  human  interest, 
as  the  following  incidents  will  testify : 

One  day  in  the  early  Nineties  a  quaint-looking  old  lady 
came  into  the  great  hall  of  the  Bowery  Savings  Bank.  She 
looked  as  if  she  had  stepped  out  of  an  old  picture.  She  had 
corkscrew  curls ;  a  lace  shawl  hung  about  her  shoulders ;  her 
hands  were  incased  in  old-time  mitts.  On  her  head  was  a 
poke  bonnet  of  the  Fifties.  With  some  embarrassment  she 
approached  one  of  the  clerks  and  inquired  for  the  clerk  who 
had  charge  of  the  old  accounts.  On  being  taken  to  the 
dormant-account  clerk,  she  explained  her  mission  with  some 
difficulty,  and  said: 

"I  saw  an  advertisement  in  the  newspapers  saying  that 
you  were  looking  for  information  concerning  William 
.    I  can  tell  you  the  name  of  one  of  his  relatives." 

"What  is  your  interest  in  the  depositor?"  asked  the 
clerk. 

The  old  lady  blushed  and  the  tears  came  to  her  eyes. 

After  wiping  them  with  the  corner  of  her  shawl,  she 
said: 

"Years  ago  he  was  my  sweetheart  and  we  became  en- 
gaged. But  he  died  before  we  were  married."  She  paused 
a  moment,  then  added:    "And  I  am  still  single." 

She  took  some  of  the  glamour  out  of  the  romance  when 
she  asked  if  she  could  get  the  money. 
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The  prosaic  law,  however,  did  not  recognize  sentimental 
attacliments,  and  the  relatives  got  the  deposit. 

Another  case  is  that  of  Ellen. 

For  many  years  a  ruddy-cheeked  Irish  woman  was  a 
regular  depositor  at  the  bank.  She  joked  and  laughed  with 
the  clerks,  and  she  was  very  popular.  She  was  an  apple- 
woman,  and  carried  a  basket  of  fruit  through  various  office 
buildings. 

Then,  one  day,  she  stopped  coming  to  the  bank. 

Six  or  seven  years  passed  and  then  the  dormant-account 
clerk  got  busy. 

He  had  little  difficulty  in  finding  her  in  a  tumble-down 
tenement  house  on  the  East  Side. 

"Why  haven't  you  been  to  the  bank?"  asked  the  clerk. 

"Shure,  I  didn't  think  it  would  run  away,"  she  replied. 

"But  what  have  you  been  doing  with  your  money?" 
asked  the  clerk. 

"Putting  it  ilsewhere,"  replied  Ellen,  with  perfect 
serenity. 

Then  she  dug  out  of  dark  corners  four  bank-books  for 
deposits  aggregating  thirty-five  thousand  dollars. 

"Where  did  you  get  all  this?"  asked  the  clerk  in  aston- 
ishment. 

"Fifty  years  of  apples,"  was  the  immediate  reply.* 

Methods  of  Handling  Dormant  Accounts. 

Turning  from  the  sentimental  to  the  prosaic,  we  find  the 
common  procedure  in  the  matter  of  dormant  accounts  to 
be  as  follows:  Of  course  the  entry  of  a  deposit  or  draft 
indicates  that  the  book  has  been  presented,  and  the  dor- 
mancy period  therefore  begins  to  run  from  that  date. 
Where  no  transaction  is  made,  but  the  book  is  presented 
for  entr}''  of  interest,t  which  in  most  banks  revives  the  ac- 
count, a  distinctive  check  should  be  made  against  the  date 
of  the  last  interest  entered,  which  indicates  that  the  interest 
has  been  credited  up  to  that  point.  Accounts  showing  no 
such  check  marks  or  other  indications  of  life  should  be 
listed,  the  last  address  set  opposite  and  a  letter  sent  to  the 


•Saturday  Evening  Post. 

tMany  banks  follow  up  all  books  that  have  not  been  presented  for  a  term  of 
years  (about  five)  and  endeavor  to  get  them  in,  using  old  directories  to  run  down 
tbe  addresses. 
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depositor.  This  failing,  the  newspaper  should  be  utilized 
and  a  list  of  names  prominently  posted  in  the  bank,  with 
foot  note  asking  depositors  to  furnish,  if  possible,  infonna- 
tion  as  to  the  whereabouts  of  the  missing  people. 

Most  banks  make  provision  in  their  by-laws  for  dor- 
mancy, the  time  running  from  ten  to  thirty  years  before 
such  a  state  exists.  The  usual  rule  is  to  stop  interest  after 
the  stipulated  time,  but  some  banks  "close"  the  account.  If 
by  the  term  "close"  is  meant  to  merge  the  funds  with  the 
property  of  the  bank — in  a  sense  confiscating  the  money  of 
the  depositor — this  would  clearly  be  illegal.  The  proper 
<*ourse  would  be  to  carry  to  "dormant  accounts"  in  an  as- 
sembly of  such  unclaimed  balances,  with  reference  to  the 
original  account.  A  dormant  account  register  is  helpful 
and  should  be  arranged  as  an  index,  with  the  following 
data:  Date  of  first  deposit,  name,  last  transaction,  last 
known  address,  eflForts  to  find,  final  result,  etc. 

Many  banks  encourage  small  balances,  which  act  as 
^'seed,"  and  through  which  they  hope  to  re-establish  re- 
lationships with  the  depositor. 

It  is  quite  common  to  notify  depositors  of  the  import- 
ance of  keeping  the  account  alive,  and  notice  is  generally 
found  on  the  pass  book,  asking  the  depositor  to  present  the 
book  at  stated  intervals  for  the  entry  of  interest.  More 
extended  notice  of  the  rules  regarding  quiescent  accounts 
is  generally  found  in  the  by-laws,  the  following  being^  typi- 
cal, and  extremely  fair: 

» 

All  accounts  to  which  no  deposits  and  upon  which  no  draft  shall 
have  been  made  for  twentv-two  years  in  succession  shall  be  considered 
dormant  accounts,  and  neither  such  accounts,  nor  the  interest  which  shall 
have  accrued  thereon  shall  draw  any  interest  after  the  expiration  of 
twenty-two  years  from  the  time  of  the  last  deposit  or  draft.  Such 
accounts  shall  cease  to  be  dormant  after  a  subsequent  deposit  or  draft 
shall  be  made  thereon.  Accounts  of  depositors  whose  pass-books  have 
been  presented  at  the  bank  for  the  entry  of  interest  earned,  within  the 
period  of  twenty-two  years,  shall  not  be  deemed  dormant  accounts. 

The  Amount  of  Dormant  Account  Money   Smaix. 

In  Massachusetts,  the  dormant  accounts  amount  to 
about  $225,000,  and  by  the  decision  of  the  Supreme  Court 
upholding  the  constitutionality  of  the  law  providing  that 
after  thirty  years  these  accounts  shall  be  turned  over  to  the 
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State,  this  money  will  now  be  held  by  the  State  instead  of 
the  banks  to  await  proper  payment.  In  the  Salem  Savings 
Bank,  the  second  oldest  in  Massachusetts,  the  accounts  do 
not  amount  to  more  than  $8,000,  but  included  in  this  is  the 
famous  deposit  of  one  John  Bellas,  who  deposited  $300  in 
1856  and  has  never  called  for  it.  All  track  of  the  man  has 
been  lo6t,  and  it  now  amounts  to  over  $8,000  by  the  accumu- 
lations of  interest.  In  the  Salem  Five  Cent  Savings  Bank 
there  were  eighty-nine  "dead  accounts"  of  twenty  years  and 
more  standing,  the  total  being  only  $16,  varying  from  five 
cents  to  sixty-five  cents.  (In  former  years  this  bank  re- 
ceived five-cent  deposits.) 

In  New  York  State  recently  there  developed  a  claim  of 
over  thirty-five  years'  standing.  The  deposit  was  in  the  old 
Third  Avenue  Savings  Bank  of  New  York,  one  of  the 
historic  and  dramatic  failures  of  history.  Upon  proper 
proof  the  amount  will  be  paid  over  to  the  rightful  heirs. 

In  one  of  the  hundred-million-dollar  banks  of  New 
York,  these  dormant  accounts  under  the  twenty-two  year 
rule  amount  to  less  than  $75,000. 

As  an  indication  that  these  accounts  are  not  really  aban- 
doned, but  rather  quiescent  or  sleeping,  the  fact  was 
brought  out  recently  in  a  newspaper  article  that  within  a 
year  five  accounts  in  a  large  New  York  bank,  which  had 
been  untouched  from  twenty-five  to  thirty  years,  had  be- 
come active. 

The  greatest  number  of  these  dormant  accounts  are 
small  balances,  left  for  sentimental  purposes,  frequently 
under  the  interest  limit,  and  therefore  never  grow. 


CHAPTER  XXXII 

SOCIETY  ACCOUNTS 

In  handling  accounts  of  societies,  lodges,  church  organ- 
izations, and  other  bodies  of  like  character,  it  is  necessary  to 
use  extreme  care  in  making  payment,  in  order  that  the  bank 
may  hold  the  receipt  of  the  officers  who  are  authorized  to 
withdraw  the  money  of  the  organization.  Such  bodies  are 
apt  to  have  internal  quarrels,  which  are  often  long  extended 
and  bitter ;  and  if  there  is  any  fund  belonging  to  the  organ- 
ization, naturally  this  is  a  factor  in  the  dispute.  For  in- 
stance, in  a  quarrel  of  this  character,  a  fund  of  less  than  one 
hundred  dollars  belonging  to  a  church  society  played  an 
important  part  in  splitting  the  organization  into  two  fac- 
tions, one  of  which  withdrew  and  formed  another  church. 

The  bank  should  at  all  times  be  in  position  to  say,  in 
law,  that  it  has  exercised  due  care  to  ascertain  who  were 
the  proper  officers  authorized  to  draw  funds,  and  that  pay- 
ment has  been  made  to  them  in  due  course.  The  proper 
procedure  would  be  td  require  a  resolution  of  the  govern- 
ing body  designating  the  bank  as  depository  and  authoriz- 
ing certain  officers  to  open  account  and  receipt  for  moneys. 
This  authorization  is  sometimes  provided  for  in  the  bylaws 
of  the  society;  if  not,  a  special  resolution  is  in  order.  In  the 
savings  bank,  most  of  the  society  accounts  are  with  unincor- 
porated organizations,  whose  financial  operations  are  inade- 
quately covered  in  the  by-laws,  and  often  more  or  less  "slip- 
shod." Before  opening  accounts  of  this  kind  it  is  well  to 
have  clearly  expressed  authority  to  do  so,  preferably  by  res- 
olution passed  at  a  regular  meeting,  certified  to  by  the  secre- 
tary. The  proper  officer  is  usually  the  treasurer,  but  fre- 
quently one,  two  and  even  three  trustees  (preferably  two 
out  of  three)  are  required  to  sign  with  him;  but  too  many 
names  are  not  desirable  on  account  of  the  difficulty  in  ob- 
taining the  signatures  of  all,  if  more  than  two  are  required 
to  sign ;  but  however  this  may  be,  in  so  far  as  the  bank  is  con- 
cerned all  it  needs  is  specific  direction  as  to  who  is  author- 
ized to  draw  the  funds,  and  then  to  adhere  strictly  to  its 
contract.     Such  officers  are  changed  frequently,  and  after 
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SOdETY    ACCOUNT^ONONDAQA    COUNTY   8AVINOS    BANK 

FORM   I 
Name  of  Organization  ^'^^  "<>• 


This  is  to  certify  chat  the  persons  whose  signatures  appear  on  the  reverse  aide  of 
this  card  hold  the  offices  indicated  and  are  audiorized  under  resolutioa  adopted  at  a 

meeting  of  the  ahove  organization  held — 

to  withdraw  funds  deposited  to  the  credit  of  said  organization  in  the  Ononda^ai  Countf 
Savings  Bank. 


<UMth«oth«r«ld«) 

Date - Stemmry 

grWhen  you  change  ogccw  the  Bank  nwt  be  notified  oo  bhnk  fomw  pronded«fbr  that  purpe«e. 


FORM    14f9. CERTIFICATE    OF    AUTHORITT    TO    DRAW    OX    SOCIETY    ACCOUNT. 


SOCIETY    ACCOUNT— ONONDAGA    COUNTY    SAVINGS    BANK 

FORM   2 

For  ourselves  and  the  organization  in  whose  name  this  account  No 

IS  opened,  we  het'eby  agree  to  be  bound  by  the  By-laws  and  Regulations  of  die  Onon- 
daga County  Savings  Bank,  and  all  orders  signed  by  us  are  to  be  binding  upon  the 
organization  until  the  bank  shall  have  been  notified  in  writing  of  changes  in  officers 
affecting  this  account  and  the  signatures  of  the  new  officiab  are  properly  recorded  on 
its  books. 

/WstJeml. 

SecnttMfj. 

Impreftsof  S«a1  htre  Trtmsttnr. 

Trustn. 

r- TrtKiSnf. 

I^SIlC    ■- ...  .  — ••• ••••■••*•'" /^bjAv, 

'Only  officer!  who  will  w'gn  checks  ihould  record  their  wgnaturee  here. 


r0R3I    130. — ^SIGXATURES   OF   OFFICERS   AUTHORIZED   TO   DRAW    FUNDS.      BEVEB8X    OW 

FORM    149. 


once  opening  the  account,  it  becomes  necessary,  from  time  to 
time,  to  determine  who  are  the  successors  in  office  to  those 
who  are  already  recorded  as  being  in  position  to  receipt  for 
the  funds;  in  such  cases  authorization  from  the  old  officers. 
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SOCIETY    ACCOUNT — ONONDAGA    COUNTY    SAVINGS    BANK 

FORM  3 
Name  of  Organization  Book  No 

P^ 


This  is  to  certify^  that  at  a  regular  meeting  of  the  above  named  organization 

held it  was  resolved  that  an  account  be  opened  in  the 

Onondaga  County  Savings  3ank,  in  the  name  of  the  organization  as  above,  and  that 
funds  deposited  in  the  said  bank  may  be  withdrawn  upon  order  signed  by 

( li'efi)  iniicrt  tiia  tltVct  iu  * 

with  the  seal,  and  the  said  bank  is  hereby  authorized  to  recognize  the  signatures  of  the 
above  officers  in  making  payments. 


ImprvMof  8«al. 


Presidtnt 


Date 


SemUiry 


rOBK     151. — AUTHOBlZATlOy    TO    OPEK    tOCISTT     ACCOUNT,    DESIONATiyO     WHO    BHALl 

DRAW  FUNDS. 


CHMtCC*  IN  omccRt.     rORM  4. 

SCaCTY   ACCOUNT— ONONDAGA    COUNTY    SAVINGS    BANK 
Name  of  Organization  Pntb Book  No 

Onondaga  County  Savings  Bank: 

Please  xakt  notice  that  at  a  'meetmg  of  the  above  named  organization 
hcld--'^ 19 the folfowing  changes  were  made  in  our  officers: 


••  PrttiJemt  in  plma  •/■ 

—  Surrtitfy  if  /Amv  §f  ^ 

•  •  Trrmiitrer  in  ptmee  •/, v.. 

•  •  Trtittee  /«  ^aee    •f  

■  Trmttet  tm  pitiee    9t' 

".Trustee   ih   place  nf 


Seentmry  PresUeut 

TT>»  form  inuM  he  filled  out  and  returned  to  the  Bank  before  any  jMyinrnttarc  inadcon  ihc  account. 


FORM   152. — NOTIFICATION  OF  CHANGE  IN  OFFICERS  OF  SOCIETY. 


certifying  to  the  election  of  their  successors  and  giving  the 
signatures  of  both,  is  a  very  helpful  feature.  No  savings- 
bank  is  safe  in  dealing  with  an  organization  of  this  kind, 
without  some  such  protection. 
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WITHDRAWAL— SOCIETY  ACCOUNT 


?Mgt 


Syracuse,  N.  Y., > 19, 

(Onondaga  (Eomtlg  &wmg»  Sank. 


Pay — or  bearer, 

—  - L/oiiars«  s 

100  '  "^ 


00 

Name  of  Organisation 


Secrwtaty 
Treajkrrr 

SEAL 

Tnutne 
Trustre 
Trustee 


Only  officers  authoriied  to  draw  funds  should  lign. 


L 


FOIM    153. WITHDRAWAL   FOIM,  SOCIETY    ACCOUKT. 

'  The  Dangers  of  Society  Accounts. 

The  dangers  attending  society  accounts  are  well  illustrat- 
ed in  the""  following  case  which  happened  in  New  York  re- 
cently:      V. 

The  b.ank  had  been  dealing  with  the  treasurer  of  the 
society  for  I'l  number  of  years  and  had  come  to  know  him 
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^rmation  for  Associations  desiring  to  open 

account  with  the  Dollar  Savings  Bank  of 

the  City  of  New  York 


Associations  wishing  to  open  an  account  with  a  Savings  Bank^ 
should  file  with  the  Bank  a  certified  copy  of  their  By-laws,  if  the 
By-laws  give  authority  and  direction  for  opening  an  account.  If 
the  By-laws  do  not  give  such  authority,  a  suitable  resolution  should 
be  adopted  at  a  regular  meeting,  recorded  in  full  upon  the  minutes, 
and  a  certified  copy  handed  to  the  bank.  A  blank  form  is  attached 
on  the  following  page,  giving  the  resolution  required  in  such  a 
case,  and  furnishing  a  form  for  the  Secretary  to  fill  out.  The 
Bank  will  need  on  one  of  its  signature  cards,  the  signatures  and 
addresses  of  those  appointed  to  open  and  take  charge  of  the 
pccount. 

The  Treasurer  of  the  Association  should  be  authorized  to 
open  the  account  and  make  deposits  and  withdrawals,  or  three 
members  should  be  appointed  custodians  of  the  account,  two  out 
of  the  three  being  required  to  draw.  If  three  members  are  ap- 
pointed, they  should  be  permanent,  and  be  chosen  irrespective  of 
whether  they  are  officers  or  not.  When  a  change  of  those  in  charge 
of  the  account  becomes  afterward  necessary,  the  Association 
should  pass  a  resolution  making  the  change.  Blank  forms  may  be 
obtained  at  the  Bank. 


FORM    154.— EULE3   FOl   OPEXINO  BOCIETr  ACCOUN'T. 
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by  sight.  Frequent  drafts  were  made  on  the  account,  and 
the  account  was  finally  closed,  the  order  apparently  being 
regular  and  properly  signed,  with  the  seal  attached.  The 
treasurer  explained  that  the  organization  had  chanj^d  its 
seal,  which  accounted  for  the  appearance  of  a  new  seal  on  the 
order.  His  power  to  draw  had  been  revoked,  but  he 
had  made  several  drafts,  nevertheless,  having  had  a 
seal  made  for  the  occasion;  and  the  bank  having  been  per- 
suaded to  pay  upon  this  false  statement  was  brought  into 
court  to  test  its  position.  The  mere  fact  that  the  seal  had 
been  changed  should  have  incited  further  inquiry  and  elicited 
a  certificate  from  the  old  officers  as  to  the  changes,  both  in 
the  official  staff  and  the  seal. 

In  the  forms  herewith  given  it  will  be  seen  that  pro\nsion 
is  made  for  such  notification  and  it  is  most  desirable  that 
such  authorizations  be  on  file  with  the  bank,  which  should 
be  kept  together  in  numerical  sequence  for  ready  reference 
when  payment  is  required. 


CHAPTER  XXX 111 

SCHOOL  SAVINGS  BANKS* 

The  Man  and  the  Idea. 

If,  as  the  Sage  of  Concord  observed,  "every  great  insti- 
tution is  the  lengthened  shadow  of  a  man,"  the  school  sav- 
ings bank  (now  past  its  quarter-century  mark  in  this 
country),  is  the  lengthened  shadow  of  the  late  John  H. 
Thiry.  It  is,  like  many  of  our  good  things,  an  imported 
idea,  Mr.  Thiry  being  a  native  of  Belgium,  and  the  system 
here  is  modeled  after  that  in  use  in  France,  Belgium  and 
Germany.  Mr.  Thiry  early  became  impressed  with  the 
extravagance  of  the  American  children,  and  concluded 
rightfully,  that  improvidence  in  youth  means  improvidence 
and  perhaps  poverty  in  old  age;  and  if  habits  of  thrift  are 
not  learned  in  youth  the  chances  are  against  their  acquire- 
ment later  in  life.  He  sought  a  remedy,  and  fouqd  that  it 
lay  in  one  of  two  (or  both)  places,  the  home  and  the  school 
room.  Being  a  trustee  of  the  public  schools  of  Long  Island 
City,  to  which  place  he  had  retired  after  a  successful  career 
in  New  York  as  a  dealer  in  old  and  rare  books,  he  nat- 
urally turned  his  attention  to  the  school  as  the  most  likely 
medium.  The  school  teaches  other  things — why  not  thrift? 
was  his  argument.  He  found  no  difficulty  in  gaining  the 
consent  of  his  fellow  trustees  to  try  the  experiment.  It 
succeeded;  and  for  twenty-five  years  Mr.  Thiry  was  the 
school  savings  bank's  best  friend,  its  ardent  and  constant 
advocate  and  its  only  statistician,t  even  copyrighting  his 
forms  so  as  to  keep  in  touch  with  those  who  would  use 
them.  Wherever  it  has  been  given  a  fair  test,  it  has  not 
onlv  succeeded,  but  has  won  the  admiration  of  all.  Bank 
men  and  educators  have  looked  upon  it  and  pronounced  it 
good.    New  York  has  legalized  it,  and  the  Bank  Commis- 


•This  chapter  is  taken  from  "How  to  Operate  a  School  Savings  Bank," 
issued  by  the  Savings  Bank  Section,  American  Bankers*  Association,  and  pre- 
pared by  the  author. 

tMr.  Thiry's  large  collection  of  school  savings  bank  literature  was  devised 
to  Mrs.  S.  L.  Oberhalzer  of  Philadelphia,  who  will  continue  his  work. 
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Junior 


Department 


THE  SCHENKTABY  SAVINGS  BANK.  cor.  suk  i  cunim 


Open  every  Jay  in  the  year,  except  Sunday*  and  Legal 
HoUdyrs,  between  9  o'clock  A.  M.  and  3  o'clock  P.  H.,  and 
lor  DEPOSITS  ONLY,  every  FRIDAY  NOT  A  HOLIDAY, 
between  Hvc  and  d^lit  o'clock  P.  M. 

Ai  often  at  the  S  cent  or  larger  deposit  reaches  SI-00. 
traniler  ii  made  to  regular  pan  book  on  interest. 


Pkatt  keep  your  envelope  and  card  from  being  loUcd. 
Dcpodt  tkketi  may  tx  bad  at  the  window  with  "JUNIOR" 


NO.  x985 

Schenectady.  N.Y.. 191.... 

THE  SCHENECTADY  SAVINGS  BANK 

Transfer  ONE  IX)LLAR  to  Interest  Bearing  Account 

Name 


Junior  Department 


Junior  No By.- 


nu(  US. — «AMtnu  oaou,  khool  utiitu  b 
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sioner  for  Massachusetts  has  advocated  its  introduction 
into  every  public  school  of  the  state,  having  after  extended 
inquiry  into  the  subject,  officially  endorsed  it  as  a  factor 
of  no  mean  importance  in  the  promotion  of  thrift  in  the 
commonwealth. 

The  Spokane  and  Eastern  Trust  Company  of  Spokane, 
Wash.,  which  operates  a  copyrighted  system  of  its  own, 
says:  "We  consider  its  influence  for  good  to  be  almost 
beyond  calculation.  While  we  do  not  look  upon  it  as  a 
profitable  enterprise,  since  the  cost  of  blanks  and  bookkeep- 
ing is  very  large,  yet  there  is  no  branch  of  our  business  in 
which  we  take  more  pride.  Looking  at  it  from  a  broad 
and  humanitarian  standpoint,  we  believe  that  we  are  doing 
a  wise  and  useful  service  to  the  country  in  fostering  a  spirit 
of  saving  among  the  school  children."  Prof.  Elmer  E. 
Brown,  U.  S.  Commissioner  of  Education,  says:  "I  am 
confident  that  a  proper  teaching  of  thrift  in  connection 
with  the  teaching  of  sound  ideas  with  reference  to  expendi- 
tures must  occupy  a  larger  place  in  our  educational  work  in 
the  years  to  come."  Grand  Rapids,  Mich.,  has  it  in  every 
school  in  the  city,  and  the  superintendent  says:  "Everybody 
here  is  in  favor  of  the  school  savings  bank;  we  find  that  it 
does  a  great  good  in  localities  where  the  population  is  com- 
posed largely  of  laboring  people;  but  we  do  not  consider 
this  the  most  beneficial  of  the  results  obtained,  for  habits  of 
thrift  and  economy  are  being  formed  which  will  ultimately 
be  of  great  value  to  the  next  generation."  The  Woman's 
Christian  Temperance  Union  has  not  only  officially  en- 
dorsed it,  but  is  actively  engaged  in  promulgating  the 
idea,  and  has  been  responsible  for  its  introduction  in  a  large 
niunber  of  places. 

How  TO  Install  a  School  Savings  Bank. 

Naturally,  the  first  step  in  such  a  movement  is  to  obtain 
the  consent  of  the  school  authorities.  The  bank  must  not 
approach  this  subject  as  an  advertising  scheme  (although 
it  is  a  most  excellent  one*),  nor  as  a  money-making  propo- 


siti a  controversy  between  the  banks  of  a  Western  city  and  the  Board  of 
Education,  arising  through  granting  permission  by  the  board  to  one  banlc 
to  operate  the  system,  one  banker  stated  publicly  that  he  would  give  ten  thousand 
doilars  for  the  exclusive  right  to  operate  a  school  bank  in  that  city. 
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sition,  which  it  is  not  and  cannot  hope  to  be.  The  bank 
man's  motive  must  be  largely  philanthropic,  leaving  it  to 
the  moral  influences  to  recompense  him  for  the  time  and 
money  spent  in  this  endeavor.  But  if  the  matter  is  pre- 
sented in  its  ethical  aspect  as  teaching  habits  of  thrift,  les- 
sons in  banking  methods,  etc.,  the  consent  of  the  school 
authorities  will  not  be  difficult  to  obtain,  since  it  can  be 
shown  by  statistics  that  it  will  not  take  more  than  fifteen 
minutes  of  the  teacher's  time 'weekly  (often  an  argimient 
against  it),  if  the  teacher  is  to  be  the  medium  through 
which  the  system  is  to  operate. 

Plan  No.  1. 

Plan  No.  1  contemplates  active  cooperation  on  the  part 
of  the  teacher.  The  equipment  necessary  is  (1)  a  supply 
of  school  pass  cards,  which  constitute  the  scholars'  receipts 
(page  502) ;  (2)  the  teacher's  record,  whidh  may  be  a 
duplicate  of  the  scholar's  card  (Form  159) ;  (8)  deposit 
list  (page  504) ;  (4)  a  placard  "Monday  is  Bank  Day";  and 
on  the  reverse  side  "To-day  is  Bank  Day,"  to  be  hung  in 
the  room  as  a  constant  reminder  of  the  school  savings  bank. 
On  a  stated  day,  preferably  Monday,  the  bank  is  declared 
open  for  deposits,  and  the  children  bring  whatever  sums 
they  may  have  to  the  teacher,  who  receipts  for  the  same 
upon  the  school  pass  card,  the  dates  of  each  bank  day  being 
already  printed  therein^  thus  making  rapid  work  possible. 
The  deposits  are  also  entered  on  the  deposit  list  (page  504), 
from  which  they  are  posted  to  the  teacher's  record  cards 
Form  159).  This  list,  a  carbon  duplicate  of  which  is  re- 
tained by  the  teacher,  goes  to  the  principal  with  the  money. 
He  assembles  the  deposits  upon  his  deposit  list  which  goes 
to  the  bank,  the  principal  also  retaining  his  carbon  copy. 
Account  is  kept  with  each  teacher  of  the  amount  deposited 
weekly  for  record  purposes.  After  the  fourth  Monday  of 
each  month,  the  cards  are  examined  and  all  balances  show- 
ing one  dollar  or  more  (only  even  dollars  are  transferred) 
are  charged  to  the  pupils  and  entered  upon  the  transfer  list 
(similar  to  No.  160),  which  is  sent  to  the  principal  and  by 
him  to  the  bank  where  accounts  are  opened  in  the  names 
of  the  pupils.  The  odd  cents  remaining  on  the  card  are 
held  over  until  even  dollars  are  accumulated.  The  bank 
should  open  account  with  the  school  fund  in  gross,  crediting 
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Section  School  Savings  Bank 


Class  No. 


School  No.. 


Pupil 


DxKBcnovt:— Put  the  mooey  in  this  envelope,  write  the  amooat  opposite 
the  proper  <Ute.  hand  to  the  teacher  Monday  momins  and  Ar  surt  to  imurt 
90U9  card,    Bavelope  will  be  returned  to  you  on  Friday. 


Date 

AMOUNT 

Date 

AMOUNT 

1911 

Sept.    4 

Feb.     5 

11 

12 

18 

19 

25 

26 

Oct.      2 

Mch.    4 

9 

11 

16 

18 

23 

25 

30 

Apr.     1 

Nov.    6 

8 

13 

15 

20 

• 

22 

27 

29 

Dec.     4 

Mar     6 

11 

13 

18 

20 

1912 

Jan.      2 

27 

8 

Jane    3 

15 

10 

22 

17 

29 

24 

FOIM    157. SCHOOL  SAVINGS    BAXK    EXVELOPE.    USED    IK    PLAN    '2^   P.   501. 
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the  deposits  weekly,  and  charging  against  them  the  trans- 
fers and  other  withdrawals.  The  pass  books  are  usually 
retained  by  the  principal  until  the  close  of  the  school  year, 
so  that  monthly  transfers  may  be  duly  made,  the  pupil's 
card  being  his  receipt  in  full.  To  withdraw  money  requires 
an  order  of  the  parent,  countersigned  by  the  principal.  The 
detail  work  can  often  be  turned  over  to  senior  pupils,  as 
is  done  in  the  Henry  Barnard  School,  of  Hartford,  Con- 
necticut, which  opened  the  school  savings  bank  system  in 
November,  1906.    The  work  is  in  charge  of  the  Ninth  Grade 


XMLUn  DETOtfrCARD 

SCHOOL  UVINC5  BANK 


Scviogi  Bnik  Sccboo, 
AiiKncin  Buikm'  Aaociatiaa 


^s. a. 

1 

•.n 

- 

•m 

-K 

s: 

uo 

_i„ 

•=   1 

-': 

1 

-; 

1 

FOIM    158. — tCHOLAl'l    DEPOnr   CABD. 


pupils  and  proves  an  cvcellent  training  school,  all  being 
under  the  supervision  of  the  office,    (See  Plan  No.  5.) 

In  some  schools  the  work  is  done  by  a  representative 
of  the  bank,  who  visits  the  schools  at  a  stated  time  each 
week  and  receives  all  deposits  and  makes  all  entries,  re- 
lieving the  teachers  of  all  the  work.  Thus  in  Lowell,  Slass., 
the  work  was  first  done  by  the  principals  and  teachers,  but 
the  plan  was  so  successful  that  two  savings  banks  offered 
to  do  all  the  collecting  for  schools  which  would  inaugurate 
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the  system.  This  relieved  the  teachers  of  all  the  work  and 
responsibility  and  made  the  scheme  simple  and  business-like. 

The  banks  send  their  representative  to  each  school  once 
a  week.  The  bank  employee  (a  yoimg  woman)  is  fur- 
nished a  table  in  some  convenient  room  or  corridor,  and 
the  pupils  having  deposits  to  make  are  excused  and  form 
in  line  for  the  purpose  of  deposit.  Deposit  slips  are  made 
out  by  the  pupilSj  which  are  verified  by  the  collector,  and 
entered.  The  work  takes  about  thirty  minutes.  One  bank 
issues  a  bank  book  for  the  smallest  deposit,  while  the  other 
only  issues  books  for  one  dollar  or  more. 

But  where  the  teachers  cannot  or  will  not  cooperate  in 
this  work,  a  plan  whereby  the  only  work  required  of  the 
teachers  is  the  collection  and  distribution  of  envelopes,  will 
be  presented  in  Plan  No.  2.* 

The  Minneapolis  Plan. 

One  of  the  most  comprehensive  and  "workable"  school 
savings  bank  systems  is  in  operation  in  the  city  of  Minne- 
apolis, Minn.,  and  embodies  ideas  which  in  many  places 
will  prove  to  be  the  solution  of  the  whole  problem,  i.  e.j 
the  bank  assuming  full  charge  of  the  work  and  doing  it 
through  salaried  employees,  the  only  assistance  asked  of 
the  teachers  being  their  moral  support.  A  brief  description 
of  the  Minneapolis  plan,  in  the  words  of  Mr.  Newton  F. 
Hawley,  Treasurer,  Farmers'  and  Mechanics'  Savings 
Bank  of  that  city,  is  herewith  given: 

"The  bank  employs  for  its  work  five  bright,  intelligent 
and  enthusiastic  yoimg  women  as  collectors.  They  go  to 
the  various  schools  once  a  week,  explain  to  the  children, 
when  necessary,  the  system  and  its  purpose,  as  well  as  the 
benefits  of  learning  to  save.  These  collectors  receive  the 
money  presented  by  the  children.  Not  exceeding  five  dol- 
lars in  the  aggregate  is  the  amount  received  from  any  one 
child.  The  collectors  attach  to  a  stamp  card  furnished  by 
the  bank  variously  colored  lithograph  stamps  equal  in 
amount  to  the  money  offered  by  the  child  and  the  card  is 
returned  to  the  child.  Accounts  can  be  opened  and  money 
can  be  withdraw^n  only  upon  the  written  request  of  the 
parent  or  guardian  of  the  child,  and  money  can  be  with- 

*Page  501. 


498     THE  SAVINGS  BANK  AND  ITS  PRACTICAL  WORK 

drawn  only  by  the  surrender  of  the  stamps  attached  to  the 
child's  card.  Rules  are  plainly  printed  upon  the  card.  But 
little  bookkeeping  is  necessary.  Few  cards  are  lost.  The 
child  is  impressed  with  the  value  of  preserving  the  card  and 
is  thus  taught  to  carefully  safeguard  at  least  one  thing 
among  its  many  possessions. 


DEPOSIT  LIST 

i^Ktum  fk\itta{  (^aoingfl  Vmk  intent 

Out  No DMe 

R«eord  o(   DcpoMto  racatcd    by   nw   dtit   dijk  tad 
ciwSled  to  the  pqA  btad  ImIow.      Cub  to  tU  tnom* 
w  $  --__  _  -     —  .-  .  -  baewwL 

Sv«l ^^^ 

Ni. 

NAME 

A^ 

• 

FORM   160. — DEPOSIT  LIST. 


"No  bonus  or  reward  of  any  kind  is  offered  for  ac- 
counts. No  interest  is  paid  until  the  account  is  transferred 
into  a  regular  pass  book  in  some  savings  bank.  No  appeals 
are  made  except  those  which  are  purely  educational  and 
which  suggest  the  right  uses  for  which  money  is  to  be  saved, 
and  those  things  which  children  naturally  want  to  buy  and, 
therefore,  can  be  induced  to  save  their  money  for.  The 
collectors  incite  the  children  to  earn  money  in  the  various 
ways  which  appeal  to  children,  such  as  selling  papers,  doing 
odd  jobs,  raising  flowers  and  vegetables,  saving  the  allow- 
ances of  money  given  to  them  as  presents,  and  money  which 
they  usually  spend  for  candy  and  entertainment.  The  chil- 
dren are  encouraged  to  save  for  the  specific  thing  they  want 
— for  baseball,   football   and  tennis   outfits,   sleds,   skates, 
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canoes,  books,  presents  to  others  and  a  hundred  concrete 
things.  We  trust  to  the  tendency  that  in  doing  these  spe- 
cific things  the  children  will  unconsciously  acquire  the  sav- 
ing habit  and  with  it  the  strength  of  character  to  resist, 
economize,  to  accumulate  and  to  plan  ahead. 

Philanthropists  in   Fact  as  Well  as  in  Name. 

"The  expense  of  its  operation  is,  of  course,  greater  than 
any  interest  or  income  that  can  come  from  the  funds  col- 
lected— being  about  three  to  one.  This  expense  can  be 
justified  possibly  on  two  grounds:  First,  the  purpose  for 
which  the  trustees  of  a  mutual  savings  bank  give  their  ser- 
vice is  philanthropic  and  educational.  In  an  institution 
such  as  the  bank  in  question,  in  which  there  are  about  50,000 
depositors  in  a  city  of  about  300,000  inhabitants,  there  is  on 
the  average  one  depositor  for  every  six  men,  women  and 
children  in  the  city.  Such  a  bank  in  such  a  city  is  really  a 
public  educational  institution.  It  has  not  been  deemed 
improper,  therefore,  that  the  bank  should  lend  itself  to  some 
of  the  purposes  to  which  the  trustees  in  founding  and  main- 
taining the  bank  have  devoted  themselves.  Then  also,  while 
it  is  not  the  custom  of  the  bank  to  advertise,  yet  there  can 
be  no  question  but  that  this  system  which  sends  its  literature 
in  a  form  to  be  prized  and  safeguarded  into  nearly  every 
home  in  the  city  will  become  in  time,  if  not  at  once,  of  value 
from  simply  an  advertising  standpoint.  But  whatever  the 
expense  may  be,  it  is  small  for  a  large  bank — much  smaller 
in  any  one  year  than  some  commercial  banks  of  no  greater 
deposits  spend  in  a  month  for  advertising,  and  is  amply 
justified  in  practice  by  the  benefit  bestowed  upon  the  great 
number  of  children  and  the  ultimate  prosperity  and  char- 
acter of  the  depositors  in  the  bank  and  of  the  community  in 
general.  Whether  it  is  possible  to  trace  back  to  the  bank 
in  dollars  and  cents  the  comparatively  small  amounts  which 
it  spends  on  this  system  may  be  difficult.  But  that  the 
people  of  the  American  city  need  education  in  thrift  and 
economy,  and  that  this  system  gives  such  an  education  to 
the  children  in  the  most  plastic  time  of  life  there  can  be  no 
doubt,  and  in  my  own  opinion  the  bank  itself  as  well  as  the 
community  will  profit  by  it."* 

There  are  many  places,  however,  where  the  school  au- 
thorities favor  the  establishment  of  the  school  savings  bank. 
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and  while  not  over  aggressive  in  their  endorsement,  wouW 
be  willing  to  have  the  plan  tried  if  it  would  not  interfere 
with  the  other  duties  of  the  teachers.  It  also  happens  that 
the  teachers  are  at  times  inclined  to  look  upon  the  work- 
as  an  additional  burden  to  their  already  crowded  life,  and 
if  they  enter  into  the  work  at  all,  do  it  with  a  coldness^ 
which  is  apt  to  spell  defeat.  It  therefore  becomes  necessary 
to  find  some  way  by  which  the  work  may  be  taken  out  of 
their  hands  and  yet  operated  through  the  school  as  the 
proper  and  natural  medium.  Plan  number  2,  "The  En- 
velope System,"  overcomes  these  obstacles. 

Plan  No.  2* 

The  machinery  necessary  is:  First,  a  stout  manilla 
envelope  with  an  unbreakable  clasp,  on  the  outside  of  which, 
provision  is  made  for  the  name,  school  and  class  number; 
and  a  series  of  dates  representing  bank  days  (No.  157)- 
Second,  a  scholar's  deposit  card,  consecutively  numbered, 
similar  to  the  one  used  in  Plan  1.  Third,  the  bank's  record 
card,  numbered  to  correspond  with  the  scholar's  pass  card^ 
and  a  duplicate  thereof.    Fourth,  a  deposit  list. 

The  pupils  wishing  to  make  a  deposit  obtain  an  envelope 
from  the  teacher,  insert  the  money,  writing  their  name  on 
the  outside  with  the  amount  in  its  proper  place.  These  are 
collected  by  the  teachers  and  bunched  and  sent  to  the  bank, 
where  all  records  are  made.  An  envelope  containing  no 
card  indicates  that  the  pupil  is  a  new  depositor.  After  the 
card  is  first  issued  it  is  inserted  in  the  envelope  with  the 
money  and  returned  in  the  same  manner  after  the  entry 
has  been  made  at  the  bank. 

The  process  at  the  bank  would  be  somewhat  as  follows: 
Taking  the  envelopes  of  one  class,  and  heading  the  deposit 
slip  with  the  date  and  class  "A,"  the  contents  of  each  en- 
velope is  counted  and  compared  with  the  amount  on  the 
outside,  entered  on  the  deposit  list  and  scholar's  card,  and 
the  list  footed  for  each  class.  Postings  are  made  from  the 
deposit  list  to  the  bank's  duplicate  records  by  a  junior  clerk 
at  leisure,  and  the  total  carried  to  the  school  fund.    Once  a 


•From  an  address  by  Newton  F.  Hawley,  Treasurer,  before  the  Savings- 
Bank  Section,  American  Bankers'  Association,  Los  Angeles,  Cal.,  September.. 
1910. 
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month  the  cards  are  looked  over  and  each  card  showing  a 
balance  of  a  dollar  or  more  is  charged  the  even  dollars  and 
transferred  to  the  pupil's  pass  book,  which  is  retained  by 
the  bank  or  the  principal  until  the  end  of  the  school  year. 
The  envelopes,  bunched  in  classes,  are  sent  to  the  teachers 
for  distribution,  thus  making  their  collection  and  distribu- 
tion the  only  work  delegated  to  them.  The  plan  works 
exceedingly  well  and  can  be  done  by  one  of  the  boys  with 
perfect  safety,  and  is  apt  to  commend  itself  to  the  school 
authorities  where  other  plans  would  not  meet  with  a  hearty 
reception. 

The  Stamp  System. 

Plan  No.  8. 

t 

The  Stamp  System  of  School  Savings  Banks  is  in  op- 
eration in  a  large  number  of  places  throughout  the  country^ 
being  conducted  by  various  agencies,  such  as  charity  organ- 
izations, church  societies,  thrift  workers  and  public  schools.* 
The  idea  is  exceedingly  simple:  The  scholar's  receipt  for 
his  deposit  is  a  stamp  instead  of  an  entry  in  a  bank  book. 
Manilla  cards  are  provided  containing  spaces  for  the  plac- 
ing of  stamps,  which  are  sold  in  various  denominations,, 
usually  not  higher  than  25  cents.  (Forms  161,  162.) 
It  is  recommended  that  a  fee  of  one  cent  be  charged  for 
the  card,  inasmuch  as  those  who  have  had  experience  in  this 
work  have  found  that  better  care  is  taken  of  the  cards  and 
fewer  lost  if  they  are  paid  for  than  if  they  are  given  gratuit- 
ously. The  agency  that  provides  the  stamps  (a  bank  for 
instance)  sells  them  to  the  distributors  for  cash,  and  keeps 
them  supplied  with  the  various  denominations.  These  may 
be  in  amounts  of  10  cents  only,  making  a  card  represent, 
when  filled,  $1.00;  or,  as  is  usually  the  case,  a  column  is 
provided  on  the  side  of  the  card  for  the  extension  of  the 
amount  of  each  row  of  stamps,  and  the  total  footed  when 
the  card  is  full.  This,  when  presented  to  the  bank  becomes 
a  cash  voucher  for  the  amount  called  for  and  will  be  cashed 
in,  or  a  pass  book  issued  for  it. 

One  of  the  merits  of  this  system  is  its  simplicity.  An- 
other is  the  fact  that  the  depositor  can  see  his  money  grow, 
an  object  lesson  in  itself.  Postage  stamps  represent  money 
to  the  average  person,  and  when  well  engraved  have  a  value 


♦See  the  "Minneapolis  Plan,"  page  497. 
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that  does  not  attend  mere  book  credits,  and  a  card  of  stamps 
is  quite  likely  to  be  given  better  care  than  a  mere  record 
of  deposit.  The  accounting  process  is  also  simple;  the  bank 
receives  cash  for  its  stamps;  the  money  is  kept  separate, 
and  all  cash  payments  are  made  from  this  fund,  and  trans- 
fers for  bank  books  charged  to  this  account. 

In  the  stamp  system  operated  by  the  Associated  Chari- 
ties of  Somerville,  Mass.,  one  cent  is  charged  for  the  card, 
bringing  in  a  revenue  of  about  $50  a  year,  which  helps  in 
the  general  expenses  of  the  movement.     The  teacher  sells 
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the  stamps,  and  children  are  requested  to  bring  five,  ten 
and  twenty-five  cent  pieces  with  which  to  purchase  stamps. 
Each  teacher  has  a  capital  of  $5  worth  of  stamps,  replaced 
as  the  need  requires  by  collectors.  Stamps  are  ordered  in 
•denominations  sufficient  to  meet  the  demands. 

In  Grand  Rapids,  Mich.,  the  movement  started  in  1894. 
The  School  Board  was  carefully  canvassed  by  an  enthusi- 
astic member  and  consent  obtained  to  try  the  experiment 
in  four  of  the  primary  schools.  There  was  a  feeling  of  un- 
certainty at  first  which  gave  way  to  enthusiasm,  for  the 
first  term's  trial  was  eminently  satisfactory.  The  plan  is 
now  in  operation  in  all  but  the  high  school. 

One  of  the  savings  banks  furnishes  all  blanks  and  ap- 
pliances and  makes  collections  from  the  schools,  and  fur- 
nishes each  teacher  with  a  coin  bag  and  a  pocketbook 
containing  500  penny  stamps. 

At  a  stated  hour,  varied  as  may  be  deemed  wise,  the 


SCHOOL  SAVINGS  BANKS 


505 


Z161  'I  M 

■  m 

■    M 
.    Z 

u 

2 

t9MVI«g 

zi6n»«»f 

• 

«w»i»a 

3161*1  ^•W 

• 

4 

«w»i»a 

S      ' 

^  J 

3161*1  HV 

c* 

;    -8 

«93a«pg 

9> 

\    -^ 

ttt 

3161 '{  H«»W 

«  1 

8 

^  J 
1- 

3161  TS'J 

.    «  f 

.S 

3l6nM 

III     *3 

1 

•aoa«|»Q 

u    S 

Z   (It 

<         O 

if 

J 

s 

ii6n*'»a 

•""■TO 

.S- 

-T3 

^ 

IQ 

1 161*1 'AON 

(ft 

2 

•aoa«|»Q 

s 

3 

w 

(tt 

1 

. 

1 

•  • 

< 

Z 

1 

Qu 

6 

4 

Z 

•• 

i 

•• 

eS 

0 

M 


8 


8 


Q 

H 
H 
H 

n 


8 


3 

s 


506     THE  SAVINGS  BANK  AND  ITS  PRACTICAL  WORK 

pupils  are  invited  to  bring  in  their  money  and  purchase 
stamps;  the  stamps  are  placed  in  a  folder  which  holds  fifty 
stamps,  redeemable  at  the  bank  in  cash,  or  received  as  a 
deposit.    Stamps  are  replenished  each  week. 

Pupils  are  also  instructed  in  the  handling  of  money^ 

^  banking  methods,  thrift,  etc.     The  bank  devotes  Saturday 

mornings  to  the  children,  and  one  hour  after  school  on 

Wednesdays,  during  which  time  a  clerk  is  detailed  to  this 

work. 

School  Savings  Banking  Over  the  Counter. 

Plan  No.  4. 

The  savings  bank  man  desirous  of  fulfilling  the  mission 
of  his  institution  in  "inculcating  habits  of  thrift  and  econ- 
omy on  the  part  of  the  masses"  is  often  at  a  loss  to  know 
just  where  to  begin,  and  after  looking  into  the  school  sav- 
ings bank  idea  becomes  convinced  that  it  has  in  it  the 
essential  elements  of  such  an  endeavor,  and  determines  to 
undertake  this  work,  but  finds  the  proposition  either  too 
large  to  handle  or  the  school  authorities  lukewarm  or  hostile 
to  the  idea;  and  not  finding  an  opening  in  this  field  must 
devise  some  other  method  to  accomplish  the  same  purpose. 

Plan  No.  4  has  this  in  mind,  the  intent  being  to  afford 
a  quick  and  easy  method  by  which  the  deposits  of  children 
may  be  safely  invited  without  disrupting  the  bookkeeping 
system  or  consuming  a  large  amount  of  time.  The  school 
authorities  will  often  assist  in  giving  publicity  to  such  an 
idea  rather  than  cooperate  in  any  other  method. 

The  advantages  of  this  plan  are:  It  brings  the  children 
directly  into  contact  with  the  bank;  teaches  them  how  to  do 
banking  for  themselves  and  often  brings  the  parents  also 
into  close  relationship  with  the  bank.  It  is  a  most  excellent 
advertising  medium.  The  only  drawback  is  the  probable 
time  it  would  consume  and  the  present  plan  aims  to  handle 
the  work  with  as  great  despatch  as  possible. 

The  proposition  resolves  itself  into  finding  a  quick 
method  of  opening  accounts,  as  well  as  a  quick  method  of 
handling  subsequent  transactions.  First,  we  dispense  with 
the  signature  card  and  combine  it  with  the  card  ledger  or 
loose  leaf  sheet,  the  only  data  necessary  being  the  deposit- 
or's signature,  age,  school  attended  and  address,  and  these 
are  taken  in  a  few  moments.    A  scholar's  pass  card  of  little 
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better  quality  and  larger  in  size  than  the  ordinary  school 
card  is  used  to  gi^'e  tone  and  weight  to  the  whole  matter. 
These  can  be  purchased  for  a  few  dollars  a  thousand,  and 
should  be  made  out  of  tough  bristol  board  similar  to  the 
cover  of  a  regular  pass  book. 

Designating  a  window  as  "school  window"  in  charge  of 
H  junior  clerk,  all  transactions  are  there  made  to  keep  the 
work  away  from  the  regular  tellers. 

The  deposits  as  received  are  entered  on  the  "deposit 
list"  and  on  the  cards,  and  the  cash  placed  in  a  box  by  itself. 


FOIM   165.^KIIJl'9  PASS  CURD,  FOk  ICROOL  (AVlItlM  BAMKIMO  OVE>  till;   COUMTEB. 


Once  or  twice  a  week  the  net  balance  in  the  school  cash  is 
put  through  the  regular  channels  and  is  credited  to  "School 
System"  on  the  deposit  ledger,  in  bulk,  reserving  enough  in 
the  tray  to  pay  anticipated  withdrawals.  Postings  are 
made  from  the  deposit  lists  to  the  school  ledger  (a  book  by 
itself),  as  opportunity  affords.  The  total  to  the  credit  of 
school  system  on  the  regular  deposit  ledger  should  equal 
the  balance  to  the  credit  of  the  school  accounts,  thus  acting 
as  a  trial  balance.  Withdrawals  are  paid  on  the  order  of 
the  parent  only,  and  these  withdrawals  may  be  deducted 
from  the  gross  deposits  in  transferring  the  money  into  the 
bank's  cash.  As  a  matter  of  fact  the  deposits  will  average 
much  larger  than  10  cents,  and  frequently  run  up  into 
dollars.  In  order  to  advertise  this  plan  widely,  no  better 
.scheme  can  be  operated  than  to  supply  the  schools  with 
blotters  (all  teachers  are  glad  to  get  them),  lead  pencils, 
pads,  etc.,  which  are  very  cheap  and  very  effective,  and 
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moreover  the  matter  goes  just  where  it  is  intended  to  go 
and  depend  upon  it,  it  is  read.  Another  way  is  to  use  a 
slogan  such  as  "Deposits  from  ten  cents  upward  received"; 
"You  can  bank  with  us  if  you  have  ten  cents,"  etc.,  on  all 
the  regular  advertising  matter  put  out. 

When  the  deposit  on  the  card  reaches  say  $5,  a  pass 
book  in  the  regular  form  may  be  issued,  charging  the  school 
fund  and  putting  the  transaction  through  as  a  regular  de- 
posit, allowing  the  depositor  to  use  the  card  to  accumulate 
another  $5  and  so  on. 

A  SiMPMiTED  School  Savings  System. 

Plan  No.  5* 

For  the  benefit  of  those  who  have  been  contemplating 
the  establishment  of  the  School  Savings  System  in  their  re- 
spective towns,  but  have  been  discouraged  by  the  school 
authorities,  who  argue  that  such  a  system  will  put  an  added 
burden  upon  the  teachers  and  require  time  from  the  class 
work  of  the  pupils,  the  system  adopted  by  Public  School 
No.  122,  Brooklyn,  N.  Y.,  is  recommended  as  overcoming 
such  objections  and  besides  accomplishing  all  of  the  purposes 
of  thrift  training,  gives  the  pupils  training  in  what  is  equally 
important — banking  methods. 

The  detail  work  of  this  svstem  is  handled  entirelv  bv  the 
scholars,  %vith  a  teacher  in  general  supen^sion.  For  the 
boys,  eight  bright  boys  from  the  7A  gi-ade  up,  that  is,  boys 
from  twelve  to  fifteen  years  of  age,  are  employed  as  clerks, 
under  direction  of  one  of  the  male  teachers  known  as  treas- 
urer of  the  school  bank.  Girls  are  used  in  the  same  capacity 
for  the  girls. 

On  Monday,  Wednesday  and  Friday  mornings  from 
8.30  to  9  o'clock  the  bank  is  open  for  business.  Deposits  of 
five  cents  or  multiples  thereof  are  received.  When  an  ac- 
count is  opened,  the  depositor  fills  out  a  signature  card  in  du- 
plicate, in  order  that  the  same  may  be  filed  both  numerically 
and  alphabetically.  The  depositor  is  also  required  to  make 
out  a  deposit  slip,  and  is  given  a  pass  card  which  is  also 
made  out  in  duplicate,  one  being  retained  by  the  "bank". 
The  card  is  printed  in  multiples  of  five  cents  both  for  de- 

*Plan  No.  5  is  in  operation  in  a  large  nimiber  of  the  public  s<'hools  of  New 
York  City,  where  it  has  had  the  endorsement  of  the  Board  of  Education.  Statis- 
tics and  forms  may  he  had  by  writinjfr  the  Savings  Bank  Section,  American  Bank- 
ers Association,  5  Nassau  Street,  New  York. 


SCHOOL  SAVINGS  BANKS  509 

posits  and  drafts.  When  a  deposit  or  draft  is  made,  one 
card  is  placed  over  the  other  and  the  amount  punched  out, 
by  which  an  indisputable  duplicate  record  is  obtained.  The 
deposit  slip  is  then  passed  to  a  boy  who  records  the  trans- 
action in  a  day  book,  and  then  to  another  boy  who  posts  it 
upon  the  ledger  card. 

The  same  procediu'e  is  followed  in  the  case  of  ^vith- 
drawals.  A  notice  of  withdrawal  is  required  and  consent  of 
the  parents  is  required  upon  all  withdrawals  larger  than 
twenty-five  cents.  The  depositor  makes  out  liis  own  checks. 
When  an  account  is  closed,  a  receipt  in  full  is  taken,  and 
when  an  account  becomes  inactive,  a  notice  is  sent  to  the  de- 
positor. If  a  pass  card  is  lost  a  notice  must  be  filed,  and  a 
fee  of  five  cents  is  charged  for  a  new  card. 

At  the  end  of  the  "day's"  business,  balances  on  ledger 
cards  and  duplicate  ])ass  cards  upon  wliich  transactions 
have  occurred  are  compared,  and  nnist  agree,  and  cash  is 
balanced  with  the  dav  book. 

The  money  of  the  school  bank  is  deposited  with  a  regu- 
lar savings  bank  in  the  name  of  the  school,  subject  to  with- 
drawal by  the  teacher  in  charge  (the  treasurer),  and  when 
the  amount  to  the  credit  of  anv  individual  reaches  five  dol- 
lars  it  is  taken  out  of  the  school  bank  and  a  pass  book  issued 
by  the  regular  bank.    No  interest  is  paid  by  the  school  bank. 

While  in  this  school  only  multiples  of  five  cents  are  re- 
ceived, cards  might  be  printed  consecutively  from  one  cent 
to  one  dollar  and  the  same  general  result  obtained.  This  sys- 
tem, by  its  simplicity,  seems  to  overcome  many  of  the  argu- 
ments that  have  been  raised  against  the  school  sa'inngs  sys- 
tem. 

Some  schools  have  furnished  the  school  bank  with  neces- 
sary furniture  and  fixtures,  counter,  desks,  filing  cabinets, 
etc.,  so  that  a  banking  atmosphere  is  created,  vnth  officers 
and  clerks  duly  in  charge.  It  is  an  excellent  training  for 
those  fortiuiate  enough  to  be  given  a  place  in  the  school 
bank  organization. 


CHAPTER  XXXIV 

INSURANCE  ON  MORTGAGED  PREMISES 

The  whole  proposition  of  keeping  the  records  pertaining 
to  insurance  on  mortgaged  premises  resolves  itself  into 
having  a  record  of  each  policy  and  the  details  connected 
therewith,  properly  classified  according  to  expiration  dates. 
This  record  may  be  kept  by  the  card  system  or  the  bound 
book.  The  classification  is  quite  generally  by  date  of  ex- 
piration, as  this  is  the  most  important  feature  of  the  record 
and  the  one  which  permits  a  ready  division.     If  the  card 
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system  is  used,  a  card  is  made  out  for  each  policy,  and  filed 
under  its  expiration  date,  first  under  the  year,  then  the 
month  and  the  day,  and  it  is  an  easy  matter  to  see  that  each 
day's  policies  are  in  hand  before  the  time  limit  expires.  If 
the  bound  book  is  used  (or  loose  leaf  ledger)  a  very  good 
arrangement  is  to  have  a  sheet  for  every  day,  numbered 
from  1  to  81,  with  index  tabs  to  indicate  the  division  of  the 
book  into  months.  The  usual  data  taken  is:  Name  of  as- 
sured, amount  of  policy,  company,  agent,  street  and  num- 
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ber,  policy  number,  loan  number,  and  date  of  expiration; 
the  latter  always  being  the  first  item  listed. 

The  rules  regarding  insurance  differ.  Some  banks  will 
accept  any  policy  issued  by  a  reliable  agent,  while  others 
will  accept  policies  only  in  designated  companies.  A  few 
banks  insist  upon  the  policy  being  written  by  their  o^vn 
broker,  a  practice  which  does  not  generally  obtain  and  is 
not  to  be  commended.  The  fairest  rule,  both  to  the  bank 
and  to  the  borrower,  would  seem  to  be,  to  accept  a  policy 
in  any  reliable  company,  and  a  list  of  companies  acceptable 
to  the  bank  may  be  given  to  the  borrower  as  a  guide  in 
placing  the  insurance.  Some  banks  even  go  so  far  as  to 
keep  a  record  of  the  amomit  of  insurance  in  force  in  each 
company,  so  as  to  scatter  the  risks  among  many  companies. 

Notice  may  be  given  to  the  borrower  or  to  the  broker, 
a  week  or  so  in  advance,  that  a  certain  policy  will  expire  on 
a  certain  day,  and  if  not  replaced  \^ill  be  written  at  the 
direction  of  the  bank;  but  notice  to  either  is  not  obligatory 
and  does  not  as  a  rule  obtain;  the  bank  may  proceed  to  pro- 
tect itself  under  the  terms  of  its  mortgage  as  soon  as  the 
old  policy  lapses. 

It  is  important  that  every  policy  has  a  "mortgagee 
clause"  making  the  insurance  first  payable  to  the  bank  in 
case  of  loss  by  fire.  In  large  banks,  where  the  loans  num- 
ber up  into  the  thousands,  this  is  very  important — in  fact, 
in  every  case  of  a  mortgage  loan  it  is  quite  essential — for 
fires  are  frequent  and  losses  are  constantly  being  paid  that 
would  not  come  to  the  notice  of  the  mortgagee  were  it  not 
for  this  clause,  which  necessitates  drawing  the  check  to  both 
the  mortgagee  and  the  borrower,  thus  requiring  the  endorse- 
ment of  both  before  payment  can  be  made  thereon.  And 
only  by  withholding  its  endorsement  until  the  property  is 
replaced  in  its  original  condition  can  the  mortgagee  assure 
himself  that  fire  losses  do  not  imperil  the  loan.  It  is  also 
important  that  any  changes  in  title,  alterations  and  other 
factors  that  affect  the  nature  of  the  risk  be  noted  and  steps 
taken  to  alter  the  policy  accordingly,  as  soon  as  the  facts 
become  known. 


CHAPTER  XSXV 

FINGER   PRINT   IDENTIFICATION 

In  identifying  depositors,  savings  banks  thus  far  have 
depended  upon  signatures  and  test  questions.  Some  banks 
rely  solely  upon  the  former,  except  in  the  case  of  illiterates 
and  foreigners,  when  the  test  questions  are  taken.  It  would 
seem  that  one  who  can  write  a   passable  signature  and 


answer  the  questions  relative  to  a  man's  family  history 
would  be,  by  that  token,  the  owner  of  the  book;  but  a  per- 
usal of  the  cases  wherein  savings  bank  matters  have  been 
litigated,  or  the  reading  of  current  savings  bank  history, 
will  demonstrate  that  this  test  fails  frequently. 
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In  the  well-known  case  of  Wall  vs.  Emigrant  Industrial 
Savings  Bank,  cited  elsewhere,  the  impostor  knew  all  these 
facts,  and  in  the  case  of  Kenny  vs.  Harlem  Savings  Bank, 
■  Farley,  the  perpetrator  of  the  fraud  deceived  the  bank 
eleven  times.  It  is  not  a  difficult  matter  to  steal  a  pass  book 
and  by  a  little  skillful  maneuvering  obtain  all  the  data  neces- 
stLTy  to  pass  the  usual  test ;  especially  is  this  true  of  foreign- 
ers, who  are  coming  to  our  shores  in  ever  increasing  num- 
bers, and  are  rapidly  becoming  a  factor  to  reckon  with  in 
savings  bank  management;  or,  as  one  savings  bank  man 
puts  it,  "they  came  after  the  elusive  American  dollar,  and 
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by  the  looks  of  our  lobby  they  are  getting  it."  The  most 
dangerous  frauds  are  those  perpetrated  by  members  of  the 
same  family,  when  all  test  questions  are  easily  answered. 

Some  banks  will  not  accept  the  money  of  illiterates,  and 
in  so  doing  they  negative  the  very  purpose  of  tbeir  ex- 
istence. Were  they  Tiot  designed  to  care  for  the  money  of 
the  masses — those  who  could  not  properly  care  for  their 
own?  And  if  they  were  created  primarily  as  depositories 
for  the  poor  and  the  ignorant,  it  is  hardly  fair  to  penalize 
a  man's  ignorance  by  refusing  to  take  his  money  when  he 
appears  with  it.  And  yet.  the  bank  is  not  called  upon  to 
lake  undue  risks,  and  such  it  undoubtedly  takes  when  it 
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accepts  the  money  of  the  man  whose  identity  is  hard  to 
estabhsh.  These  "Americans  in  the  making"  are  not  always 
easy  to  identify.  They  are  clannish,  often  shrewd,  and 
difficult  to  do  business  with  without  an  interpreter,  and 
cases  are  frequent  where  the  book  iias  been  stolen  by  a 
boarder  and  the  usual  tests  successfully  passed  and  money 
obtained  without  great  risk  of  detection.  In  one  case,  in 
opening  an  account  for  another  {both  Poles),  the  one  de- 
positing wrote  his  own  name  instead  of  that  of  the  owner 
of  the  fund,  and  for  five  years  the  hank  was  dealing  with 
one  man  having  another  man's  name  on  liis  book.  When 
payment  was  asked,  it  took  a  long  time  to  get  the  matter 


adjusteiJ.  A  Finger  Print  test  wonid  soon  have  ilemoii- 
strated  they  were  different  pertple. 

There  is  but  one  sure  test  of  identity,  and  that  is  the 
Finger  Prints.  These  are  not,  as  many  would  suppose, 
mere  smudges  of  black,  but  "steel  engravings"  \vrought  on 
the  tips  of  the  fingers  by  the  Almighty,  as  distinctive  as  the 
lathe  work  on  a  ten-dollar  bill  and  as  lasting  as  human  life. 
No  man  ever  writes  his  name  exactly  twice  alike;  but  he 
carries  a  signature  on  his  finger  tips  that  never  changes  from 
the  cradle  to  the  grave.  According  to  the  Enghsh  expert, 
Galton,  the  chances  of  exact  duplication  are  one  in  sixty- 
four  billion. 

This  is  no  new  discovery,  for  the  Chinese  have  used 
them  many  years,  and  in  police  work  everywhere,  finger 
print  identification  has  long  been  used  as  a  sure  means  of 
identifying  criminals.  In  its  adaptation  to  savings  banking, 
it  is,  however,  a  comparatively  recent  innovation. 

It  is  not  necessary  to  know  the  technical  side  of  Finger 
Prints  in  order  to  use  them  successfully,  but  it  is  highly 
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desirable  to  know  how  to  take  a  good  impression  and  to 
know  sonKithing  of  the  te?'niinoI<ijjy  of  the  system. 

It  is  not  my  purpose  to  go  extensively  into  this  subject, 
which  opens  up  a  world  of  its  own,  but  to  recommend  the 
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system  to  any  bank  desiring  a  quick  and  perfect  test  of 
identity.  It  does  not  require  an  interpreter  at  the  window 
and  has  none  of  the  annoying  features  that  attend  transac- 
tions with  those  who  cannot  speak  English.  The  apparatus 
is  exceedingly  simple:  A  printer's  roller,  a  slab  of  glass 
and  a  tube  of  quick-drying  ink  constitutes  the  outfit.  In 
taking  an  impression,  the  glass  is  slightly  inked  and  the 
three  fingers*  of  the  right  hand  are  pressed  lightly  upon  the 
glass,  and  theq  upon  the  paper.  When  properly  done,  the 
result  is  a  clear-cut,  steel-engraving-like  effect,  which  can 
be  as  readily  compared  as  a  signature,  and  much  more 
safely.  In  fact,  tellers  working  with  both  Finger  Prints 
and  signatures  express  a  preference  for  the  Finger  Prints, 
as  the  easiest  and  quickest  read.  A  little  benzine  on  a 
small  sheet  of  tissue  paper  with  a  few  drops  of  wintergreen 
to  take  away  the  odor  cleans  the  hands  in  a  moment,  and 
twenty  seconds  will  record  the  print  and  clean  the  hand. 
The  test  questions  should  also  be  taken  in  Finger  Print 
accounts,  in  case  it  is  impossible  (as  it  sometimes  is)  to  get  a 
good  print  when  the  depositor  returns  with  calloused  hands. 


NOTE  TO  SECOND  EDITION:  It  ha«  been  the  aim  of  those  interested  in  the 
Fingrer  Print  System  to  devise  a  plan  whereby  the  soiling  of  the  hands  may  be 
avoided,  and  at  the  present  time  two  companies  are  putting  out  finger  print  appa- 
ratus which  requires  simply  the  placing  of  the  fingers  on  a  sensitive  plate,  then  on  ths 
paper,  and  the  brushing  of  the  surface  with  a  black  powder  on  the  tip  of  a  camel  hair 
brush,  and  spraying  with  an  atomiser,  which  fixes  the  impression.  The  fingers  are  not 
soiled  in  the  least  by  this  method,  nor  is  the  depositor  aware  that  he  is  having  his 
prints  taken — an  obvious  advantage  In  some  cases. 

^ Index,  middle  and  ring  fingers. 
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HOME  BANKS 


The  little  home  banks  which  have  been  so  widely  used 
by  banks  and  department  stores  serve  two  purposes:  First, 
they  are  good  advertising;  and,  second,  they  are  good  col- 
lectors. They  range  all  the  way  from  a  small  and  cheap 
vest  pocket  bank,  capable  of  holding  two  or  three  dollars  in 
loose  silver,  to  a  costly  "non-pickable"  ornament  for  the 
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mantel  shelf.  Some  makers  have  even  gone  so  far  as  to 
install  a  clock  in  the  bank,  which  must  be  wound  (naturally) 
to  keep  it  going;  but  it  costs  a  dime  to  wind  it. 

Thousands  of  these  banks  have  been  put  out  by  pro- 
fessional solicitors,  who  work  for  firms  that  make  a  busi- 
ness of  obtaining  new  accounts.  The  usual  proposition  is 
to  require  the  depositor  to  make  a  deposit  of  about  $2.50, 
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which  secures  to  him  a  small  bank  and  a  pass  book  for  the 
full  amount,  the  deposit  being  in  the  nature  of  a  guaranty 
that  the  bank  will  be  returned.  The  firm  usually  asks  a 
lump  sum  for  securing  a  certain  number  of  accounts,  or 
works  on  a  commission  basis  with  a  minimum  guaranty.  Great 
care  should  be  taken  in  such  an  endeavor  to  ascertain  that 
the  firm  is  reliable  and  that  the  deposits  are  bona  fide. 
There  have  been  cases  where  the  solicitor  was  working  on 
a  commission  and  offered  to  bear  part  of  the  initial  deposit 
in  order  to  secure  a  new  account;  and  it  is  obvious  that  the 
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account  which  must  be  paid  for  in  this  manner  is  not  a  de- 
sirable account. 

It  is  needless  to  say  that  the  banks  should  be  of  good 
material  and  well  made»  so  that  they  cannot  easily  be 
opened,  and  should  have  good  locks;  for  if  trouble  develops 
with  the  locks,  thev  become  an  intolerable  nuisance.  The 
cheap  bank  has  a  cheap  lock;  and  cheap  locks  are  most  un- 

satisfactorv. 

» 

The  banks  are  not  sold,  but  loaned,  somewhat  as  a  pre- 
mium to  help  the  depositor  get  started,  and  to  enable  him  to 
save  the  small  amounts  that  would  otherwise  be  frittered 
away.     Being  a  constant  reminder  of  the  saving  habit,  and 
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constantly  inviting  the  deposit  of  small  amounts,  they  can 
and  generally  do  fulfill  a  useful  mission.  The  key  is,  of 
course,  retained  by  the  bank.  Some  people  are  apt  to  use 
the  banks  for  convenience  only,  accumulating  a  small 
amount  and  then  bringing  the  bank  in  to  be  opened  and  the 
contents  returned.  Such  use  of  the  banks  should  not  be  en- 
couraged for  a  moment. 

Care  should  be  taken  to  keep  some  record  of  the  banks 
outstanding,  for  if  an  account  is  closed  against  which  a  bank 
is  charged,  the  bank  has  lost  its  hold  thereon,  and  has  little 
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chance  of  its  return.  It  is  well,  therefore,  to  stamp  each 
bank  book,  as  well  as  the  ledger  account,  *'Honie  Bank 
Taken  7/9/11,"  and  crossing  it  off  when  returned. 

Tellers  are  not  friendly  to  these  little  "feeders,"  inas- 
much as  they  come  in  at  all  times,  with  all  sorts  of  money 
in  them,  adding  not  a  little  to  the  work  of  these  officials. 

Thev  are  most  likely  to  come  in  at  l)usv  times,  for  the  sake 

•  •  •  ' 

of  getting  the  benefit  of  interest,  and  it  is  well  to  have  it 
clearly  understood  that  no  banks  will  be  opened  during  in- 
terest periods  unless  left  for  that  purpose.  In  some  cases  a 
special  clerk  is  detailed  for  this  work. 

Some  banks  take  a  receipt  for  the  bank  on  a  card,  while 
others  give  them  out  with  little  or  no  ceremony.     Some  even 
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go  SO  far  as  to  keep  tabs  on  everj-  bank  and  can  tell  where 
each  one  is  at  any  particular  time — a  very  good  idea.  Some 
bank  men  are  of  opinion  that  they  are  a  good 
thing,  while  others  who  have  tried  them  regard  them  after 
a  time  as  "old  junk." 

A  perusal  of  the  different  forms  submitted  herewith  will 
indicate  the  rules  under  which  these  hanks  are  loaned. 


CHAPTER  XXXVU 

INTEREST  ON  MORTGAGE  LOANS— TAXES 

Mortgage  loan  investments  form  the  principal  asset  of 
the  mutual  savings  banks  of  this  country,  and  the  interest  on 
these  investments  is  the  largest  item  in  their  earnings.  As  a 
matter  of  fact,  the  greater  part  of  the  profit  which  attends 
savings  banking  comes  from  such  investments  on  account 
of  the  higher  rate  that  usually  obtains  thereon.  Bond  in- 
vestments taken  as  a  whole  for  a  series  of  years,  will  rarely 
show  any  great  profit  over  and  above  the  interest  paid  to  de- 
positors. The  low  income  on  bonds,  together  with  the 
shrinkage  in  values  which  has  been  going  on  during  the  past 
few  years,  has  made  bond  investments  a  perplexing  question, 
and  many  bankers  are  now  buying  bonds  only  when  the 
mortgage  limit  is  reached. 

In  a  canvass  of  this  question,  made  in  1911  by  the  Com- 
mittee on  Methods  and  Svstems  of  the  American  Bankers' 
Association,  Savings  Bank  Section,  it  was  found  that  the 
loss  through  mortgage  loans  is  a  negligible  quantity,  and 
the  experience  of  banks  in  all  parts  of  the  country  in  this 
regard  has  been  eminently  satisfactory.  For  instance,  a 
bank  in  Vermont  has  placed  a  million  dollars  a  year  for 
twenty  years  in  Western  farm  mortgages  (a  line  of  invest- 
ment which  requires  careful  study  and  accurate  knowledge 
of  economic  conditions,  with  more  than  ordinarv  care  and 
judgment)  without  the  loss  of  a  single  dollar  and  usually 
at  good  rates.  For  such  reasons  mortgage  loans  are  particu- 
iarly  favored  by  savings  bank  men,  and  form  the  principal 
investment  feature  of  the  business.  Having  properly  placed 
the  loan  \vith  a  safe  margin,  and  obtained  insurance  run- 
ning to  the  bank,  the  next  thing  in  order  is  to  periodically 
collect  the  interest.  Some  institutions,  particularly  in  the 
large  cities,  make  it  a  point  to  notify  all  borrowers  about  one 
month  prior  to  the  due  date  of  the  interest,  but  this  is  not 
obligatory  and  in  some  institutions  does  not  obtain.  Mort- 
gages are  usually  taken  with  interest  falling  due  at  uniform 
dates,  although  a  few  banks  have  the  interest  fall  due  every 
six  months  from  the  date  of  the  mortgage,  which  necessarily 
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complicates  the  computation  of  the  accrued  interest  and  can- 
not he  recommended,  for  it  is  much  better  to  have  all  interest 
falling  due  at  the  same  time.  The  interest,  of  course,  is  fig- 
ured on  each  loan  at  the  rate  stipulated,  and  quite  common- 
ly the  receipts  are  made  out  in  advance  of  the  time  of  pay- 
ment, so  that  all  that  needs  to  be  done  when  payment  is 
made  is  to  date  and  sign  the  receipt.  Stubs  are  generally 
used  which,  when  detached,  become  the  credit  tickets. 

In  order  to  collect  interest  promptly  several  banks  have 
a  very  excellent  plan  of  fines.  Thus,  all  bonds  are  writ- 
ten at,  say  five  per  cent.,  with  the  stipulation  that  if  the  in- 
terest is  not  paid  before  a  certain  date  {as  January  10  and 
July  10)  the  interest  will  be  collected  at  the  legal  rate,  which 
places  a  penalty  upon  tardiness  and  rewards  promptness. 


How  well  this  works  may  be  seen  from  the  fact  that  in  a 
hank  with  over  four  thousand  mortgage  loans,  all  but  about 
fifty  are  collected  before  the  penalty  accrues.  The  proced- 
ure of  a  large  bank,  which  features  mortgage  loans  will  ex- 
emplify how  efficient  the  work  of  collecting  interest  can  be 
made.  The  interest  on  all  mortgages  falls  due  January  1 
and  July  1.  Prior  to  those  dates  the  interest  on  each  mort- 
gage loan  is  figured  and  jotted  down  in  lead  pencil;  receipts 
are  made  out  for  each  loan  under  number  and  borrower's 
name,  with  stub.  These  are  checked  back,  both  as  to  name, 
number  and  amount,  and  are  then  sorted  alphabetically  and 
arranged  in  pigeon  holes.  The  collection  is  made  at  a  des- 
ignated window  where  nothing  else  is  handled  during  the  ten 
days'  rush.  Careful  count  is  made  of  the  number  of  pay- 
ments each  day  and  at  the  close  of  the  period  (July  10  and 
January  10)  the  number  of  receipts  on  hand,  plus  the  nura- 
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ber  of  payments  made,  must  equa^the  total  number  of  open 
mortgages. 

Shortly  after  July  10th  and  January  10th,  a  list  is  made 
up  of  the  interest  paid,  m  shown  by  the  ledger  accounts, 
which  must  agree  with  the  interest  received,  as  shown  by  the 
income  account,  which  proves  the  postings  to  have  been 
correct.  The  total  of  the  interest  paid,  plus  the  interest 
unpaid,  as  shown  by  the  receipts  on  hand,  is  the  amount  of 
interest  that  was  due  on  mortgages  at  the  close  of  the  semi- 
annual period.     Thus: 


Interest  received  on  mortgage  loans, 

June  15— July  1 $10,582.59     Number  of  Items     567 

July   1-10    90,872.69     Number  of  Items  1 175 

Total    as    shown    by    mortgage 

ledger    $101,455.28  ToUl  Items  1742 

Total  unpaid  interest  as  shown  by 

receipts   on   hand 7,896.59     Number  of  Items     170 


No.  Mortgages, 
Total  interest  due  July  1 $109,351.87       verified  by  count   1912 


A  clerk  busies  himself  posting  interest  to  the  ledgers  as 
fast,  as  it  comes  in,  the  only  check  on  this  work  being  the 
aforesaid  trial  balance.  Unpaid  interest  is  listed,  the  mort- 
gagor notified  and  every  effort  made  to  collect;  and  that 
which  is  not  collected  within  a  reasonable  period  is  placed  in 
the  hands  of  the  attorney  for  collection  or  foreclosure. 
(Other  forms  will  be  found  in  chapter  on  Audits. 

A  carbon  system  for  the  handling  of  mortgage  interest, 
that  has  many  features  to  commend  it,  is  in  use  in  several 
banks.  Three  sheets  are  used  and  the  work  is  done  on  the 
typeuTiter.  The  forms  are  so  arranged  that  one  writing 
makes  the  three  impressions  in  the  proper  places.  Form  1 
is  the  notice  to  the  depositor,  Form  2  is  the  receipt  whi^h  is 
given  him  when  payment  is  made,  and  Form  3  is  the  posting 
ticket.  This  is  a  very  workable  plan  and  saves  much  lal 
The  Addressograph  is  also  used  in  some  banks  for  sending 
out  interest  notices,  where  the  number  of  mortgages  is  large. 
This  also  is  a  time  saA^er.  This  svstem  is  in  use  in  the  Green- 
point  Savings  Bank  of  Brooklyn,  N.  Y. 
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Taxes. 

The  most  important  collateral  features  connected  with 
mortgage  loans  are  the  insurance  and  taxes.  The  property 
should  at  all  times  be  adequately  covered  by  insurance,  the 
policies  running  to  the  bank  with  mortgagee  clause  attached. 
This  is  treated  elsewhere.  The  payment  of  taxes  is  import- 
ant, owing  to  the  fact  that  taxes  are  a  prior  lien  to  a  mort- 
gage and  should  not  be  allowed  to  jeopardize  the  interest  of 
the  mortgagee.  There  are  three  methods  of  keeping  track 
of  unpaid  taxes :  First,  to  require  the  presentation  of  the  re- 
ceipted tax  bill  at  least  once  a  year  (Form  123).  This  is 
quite  conmionly  done  in  New  York  City,  and  both  the  city 
and  water  tax  bills  are  shown  each  year  to  the  bank  of- 
ficials. Notation  may  be  made  on  the  ledger  account  or 
other  record  that  taxes  against  the  property  have  been  paid 
to  a  certain  date  (page  408,  last  column  to  the  left) .  Those 
remaining  unpaid  are  followed  up  until  payment  is  made  or 
other  measures  taken  to  protect  the  bank.  The  second 
method  is  to  have  a  tax  search  made  at  stated  times.  This 
is  done  for  a  nominal  fee  by  title  companies  in  large  cities 
or  can  be  obtained  from  the  tax  office.  The  third  method 
is  to  wait  until  the  list  of  unpaid  taxes  is  published,  as  is  the 
practice  in  many  places,  when  the  list  of  mortgages  is 
checked  \Wth  these  lists  and  the  taxes  either  paid  by  the  bank 
and  charged  to  the  mortgagor,  or  steps  taken  to  compel  the 
owner  to  make  payment  himself.  Those  remaining  unpaid 
at  the  time  of  the  sale  are  usually  paid  by  the  bank,  and 
proper  receipt  taken  which  becomes  a  charge  against  the 
property,  and  if  not  redeemed  will  in  time  give  the  bank  a 
tax  title  to  the  proi)erty.  Whichever  method  obtains  it  is 
important  that  taxes  ai'e  not  allowed  to  accumulate  ao;ainst 
mortgaged  premises. 


CHAPTER  XXXVIII 

INSOLVENCY   IN   THE    SAVINGS    BANK 

The  depositor  who  steps  to  the  teller's  window  and 
hands  in  hil  money,  taking  therefor  a  pass  book,  may  think 
he  becomes  a  mere  creditor  of  the  savings  bank  and  that  the 
bank  owes  him  so  much  money  as  is  represented  by  his  pass 
book  credit ;  but  he  is  mistaken.  In  a  certain  sense  the  bank 
does  owe  him  the  money;  not  as  a  creditor,  however,  but 
rather  as  a  partner. 

He  may  also  be  under  the  impression  that  he  has  left 
his  money  for  safekeeping  and  the  pass  book  is  his  receipt; 
and  in  this,  to  a  certain  extent,  he  is  correct;  but  in  law  he 
has  become  more  than  a  mere  creditor  and  the  bank  more 
than  a  mere  bailee  or  debtor.  They  have  joined  forces,  and 
he  has  said,  in  law,  ''take  this  money,  combine  it  with  that 
of  other  people;  invest  it  according  to  law.  Out  of  the 
earnings  first  pay  the  expenses  of  administration,  and  g^ve 
me  the  balance  as  interest  in  proportion  to  my  contribution 
thereto." 

If  he  is  a  wise  depositor,  he  will  also  add,  "but  before 
paying  me  my  interest,  reserve  enough  as  surplus  to  fully 
protect  me  from  losses  of  all  sorts,  particularly  in  the  de- 
preciation of  investments";  and  to  this  he  should  add,  to  be 
technically  correct  in  his  attitude,  "and  if  losses  accrue 
which  could  not  be  prevented,  and  you,  the  managers,  have 
not  been  remiss,  I  will  hold  you  harmless  and  bear  my  share 
of  the  loss."  If  he  but  knew  this,  he  might  hesitate  to  "join 
the  bank"  and  prefer  to  go  to  some  other  institution  where 
he  would  become  a  simple  creditor,  with  the  stockholder's 
liability  added  to  the  surplus,  as  his  protection. 

Cases  are  on  record  in  a  number  of  states  where  de- 
positors have  not  only  suffered  loss  by  reason  of  unforeseen 
happenings,  but  where  the  ofBcials  have  stolen  the  money 
and  the  theft  could  have  been  prevented  by  more  careful 
methods;  and  yet  the  courts  have  placed  the  burden  on  the 
depositors. 

That  the  depositor  is  a  partner  is  borne  out  by  the 
definition  of  partnership  in  the   Standard  Dictionary,  to 
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wit:  a  partner  is  "one  who  takes  part  or  is  associated  with 
others" ;  and  a  partnership,  "an  association  founded  on  con- 
tract (in  this  case  the  pass  book)  between  two  or  more 
persons  to  combine  their  money,  effects,  labor,  skill,  or  any 
or  all  of  them  in  lawful  commerce  or  business  and  to  share 
the  profits  and  hear  the  losses  in  certain  proportions" 

Paktnership  Tested  by  Insolvency. 

The  ordinary  method  of  winding  up  the  affairs  of  an 
insolvent  institution  is  to  appoint  a  receiver,  assemble  the 
assets  and  distribute  the  same  among  creditors.  In  some 
states,  where  a  bank  is  insolvent,  the  banking  department 
takes  charge  and  liquidates  the  bank,  in  a  manner  similar 
to  a  receiver,  but  avoiding  the  expenses  attendant  upon 
receivership;  but  in  a  savings  bank  the  procedure  is  often 
different.  We  find  several  instances  of  insolvent  banks  re- 
habilitated by  the  simple  operation  of  scaling  down  the 
liabilities  (deposits)  by  charging  each  depositor  his  pro  rata 
share,  thus  making  the  liabilities  equal  to  or  less  than  the 
xissets.  Two  cases  of  this  sort  have  recently  apeared  in 
Massachusetts.  The  assets  of  the  Marblehead  Savings 
Bank  depreciated  to  such  an  extent  that  it  became  neces- 
sary to  either  liquidate  or  charge  the  depreciation  to  the 
■depositors.  The  bank  was  placed  under  temporary  in- 
junction in  June,  1904,  and  reopened  its  doors  August  15, 
1907,  having  neither  received  nor  paid  out  any  money  to 
depositors  during  that  time.  This  was,  of  course,  not  a 
"scaling  down"  of  deposits,  strictly  speaking,  or  charging 
off  the  loss,  but  rather  suspending  payment,  and  using  the 
funds  without  interest  obligation  until  the  deposits  auto- 
matically increased  by  their  own  increment,  to  the  point 
of  solvency.  The  cost  to  the  bank  was  $3,480.15  in  ex- 
penses, and  the  depositors  lost  but  the  interest  in  the  interim 
— namely,  10^^  per  cent. 

On  Januarv  30,  1909,  the  Bank  Conmiissioner  for 
Massachusetts  advised  a  similar  procedure  for  the  Green- 
field Savings  Bank,  whose  real  estate  loans  had  become 
unproductive,  seriously  impairing  the  earning  power  of  the 
bank.  Operations  were  therefore  suspended  until  such  time 
as  the  investments  again  became  i)roductive.  The  bank  re- 
sumed business  on  April  1,  1913,  and  the  assets  and  busi- 
ness were  tuiTied  over  to  the  trustees  for  their  management. 
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On  the  opening  clay  the  bank  was  prepared  to  pay  its  de- 
positors the  full  amount  of  their  deposits  as  they  stood  on 
the  books  at  the  close  of  the  bank  in  1909,  and  in  addition 
to  that,  from  the  funds  realized  in  settlement  of  the  suit 
against  the  former  board  of  im^estnient,  a  dividend  of  3  per 
cent,  on  their  deposits.  The  bank  has  paid  dividends  at  the 
rate  of  4  per  cent,  a  year  ever  since  it  reopened  for  business 
in  1913. 

During  the  year  1910  a  scaling  of  25  per  cent,  was  made 
in  a  case  in  Maine  (the  losses  were  due  to  stealings  on  the 
part  of  the  treasurer),  and  in  another  Massachusetts  case 
h  scaling  of  15  per  cent,  was  made  for  losses  due  to  like 
cause. 

The  same  process  has  obtained  in  the  case  of  the  "Wind- 
sor Locks  Savings  Bank,  Windsor,  Conn.,  which  was  re- 
strained from  paying  out  any  funds  or  dividends  for  a 
period  of  three  months  from  January  27,  1912.  The  bank 
re-opened  on  April  27  under  Court  order,  the  directors 
having  scaled  the  deposits  26  per  cent.  The  bank  was 
authorized  to  pay  depositors  50  per  cent,  of  their  claims  at 
once,  and  out  of  over  1,600  depositors  but  228  drew  the  full 
allowance  on  the  opening  day.  The  deficit  of  $147,369  Avas 
due  to  thefts  on  the  part  of  officials.  The  bank  w^as  subse- 
quently placed  in  the  hands  of  receivers,  who  paid  the  de- 
positors in  full,  with  interest. 

The  first  savings  bank  in  New  York  to  be  so  restored, 
not  by  suspension  of  dividends,  but  by  directly  charging  the 
depositors  their  share  of  the  losses,  was  in  the  case  of  the 
Oswego  City  Savings  Bank,  which  occurred  in  1879.  The 
deposits  in  this  instance  were  scaled  10  per  cent.,  and  the 
bank  resumed  and  has  prospered  ever  since.  Since  then 
the  same  process  has  been  applied  to  the  Chenango  Valley 
Savings  Bank,  of  Binghamton;  the  National  Savings  Bank, 
Buffalo  (now  out  of  existence),  and  the  Ulster  County 
Savings  Institution  of  Kingston.  The  latter  is  a  matter  of 
court  record,  and  the  facts  are  as  follows : 

On  or  about  September  17th,  1891,  a  defalcation  of 
$365,918.50  was  discovered  in  the  Ulster  County  Savings 
Institution,  Kingston,  N.  Y.,  due  to  abstractions  of  the 
treasurer  and  assistant  treasurer.  The  banking  department 
thereupon  began  an  examination,  and  upon  discovering  the 
true  facts,  the  bank  was  closed  and  the  matter  reported  to 
the  attorney-general.     Proceedings  were  instituted  to  dis- 
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solve  the  bank  and  a  temporary  receiver  was  appointed.  The 
deficiency  was  less  than  15  per  cent,  of  the  assets  ($2,474,- 
465.89)  and  permission  was  asked  of  the  court  to  ''scale 
down"  each  deposit  in  that  proportion  and  resume  business, 
rather  than  liquidate.  The  matter  was  presented  under 
petition  of  depositors,  showing  that  this  was  the  universal 
desire  on  the  part  of  depositors,  and  no  depositor  expressed 
any  unwillingness. 

Such  a  course  was  eminently  sane,  and  would  continue 
in  existence  an  old  and  well  established  institution,  whose 
success  was  frequently  commented  upon  prior  to  that  time, 
|ind  whose  life  was  in  jeopardy  solely  through  the  pecula- 
tions of  its  trusted  officials,  who  were  both  sentenced  to 
long  terms  in  prison.  It  would  be  much  cheaper 
in  the  end  to  thus  charge  off  the  deficiency,  rather  than  go 
through  receiversliip,  as  the  latter  process  would  necessitate 
calling  in  loans  and  mortgages,  and  work  undue  hardship 
upon  borrowers.  The  question  at  issue  was  "Could  this  be 
legally  done?"  The  court  said,  in  reply  to  this  question, 
"It  has  been  the  policy  of  this  state  for  a  long  series  of 
years  to  permit  savings  institutions,  whose  assets  from  any 
cause  have  shrunk  below  their  liabilities,  to  resume  business 
wherever  it  could  be  done  upon  a  solvent  basis,  and  this 
course  has  been  uniformly  *  *  *  recommended  by  the 
banking  department. 

"In  his  report  for  1883.  Bank  Superintendent  A.  B. 
Hepburn  said:  'No  one  can  make  a  study  of  the  failed 
savings  banks  without  perceiving  how  much  better  it  would 
have  been  for  depositors  in  many  instances  had  the  deposits 
l)een  scaled  so  as  to  render  the  bank  solvent,  and  they  had 
been  allowed  to  continue  business.  This  department  and 
the  courts  now  have  by  law  sufficient  power  over  the  tenure 
of  office  of  savings  bank  managers  to  secure  the  removal  of 
incompetent  or  unfaithful  men.  With  the  funds  still  in  the 
hands  of  the  trustees,  under  the  direction  of  the  court  and 
subject  to  the  super\^ision  of  the  superintendent,  the  deposit- 
ors would  have  realized  much  more  money,  and  the  expensive 
management  and  costly  and  interminable  litigation  which 
succeeds  insolvency,  as  the  night  the  day,  would  have  been 
avoided.  It  seems  that  our  courts  now  have  the  power  to 
reduce  each  individual  deposit  to  an  amount  sufficient  to 
render  an  insolvent  savings  bank  solvent,  and  authorize 
the  managers  of  the  bank  to  charge  against  each  separate 
depositor  such  amount.' 
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"The  statute,  which  authorizes  the  institution  of  actions 
like  the  present,  provides  that  'the  court  before  which  such 
proceedings  shall  be  instituted  shall  have  power  to  grant 
such  orders,  and  in  its  discretion,  from  time  to  time,  to 
modify  or  revoke  the  same  and  to  grant  such  relief  and 
render  such  judgment  as  the  facts  or  evidence  in  the  case 
and  the  situation  of  the  parties  and  the  interests  involved 
shall  seem  to  require.' 

"The  power  thus  conferred  seems  to  be  sufficient  to  en- 
able the  court  to  make  such  orders  and  such  disposition  of 
the  institution  and  its  affairs  as  may  appear  to  be  for  the 
best  interests  of  the  institution,  its  creditors  and  its  deposil^N 
ors."  Here  follows  one  of  the  best  expositions  on  the  func- 
tions and  relations  existing  between  savings  banks  and  their 
depositors  to  be  found  anywhere. 

The  Bank  and  Its  Depositors  as  the  Court  Sees  It. 

^'Savings  banks  are  quite  unlike  ordinary  banks.  Com- 
monly, banks  are  business  corporations,  have  stock  and 
stockholders,  and  paid  officers,  and  conduct  their  affairs 
with  a  view  to  profit.  Their  relation  to  their  depositors  is 
in  no  sense  one  of  trust.  They  receive  deposits,  to  be  paid 
upon  the  check  or  draft  of  the  depositor,  without  interest 
or  addition.  Their  profits,  if  any,  are  distributed  among 
their  stockholders,  and  the  losses  fall  upon  them,  and  their 
l^roperty  is  subject  to  sequestration,  at  the  suit  of  any 
creditor.  A  savings  bank  is  an  institution  of  quite  a  differ- 
ent character.  Its  relation  to  its  depositors  is  in  a  large 
sense  one  of  tru^t  and  confidence.  It  has  no  stock  and  no 
stockholders.  Its  depositors  are  not  entitled  to  draw  checks 
against  it.  It  does  not  receive  deposits  to  be  paid  upon 
demand  simply,  but  for  investment  on  securities,  taken  for 
the  benefit  of  depositors.  Its  assets  are  held  for  distribu- 
tion among  its  depositors  ratably^  and  its  losses  fall,  in  like 
manner,  upon  its  depositors.  No  creditor  or  depositor  can, 
by  diligence  in  the  pursuit  of  any  legal  remedy,  obtain  any 
advantage  over  any  other  creditor  or  depositor.  Its  profits 
and  its  losses  fall  on  each  depositor  according  to  his  just 
jjroportion,  and  no  depositor  has  a  right  in  the  distribution 
of  its  assets  to  obtain  or  receive  his  deposit  in  full  at  the 
expense  of  the  other  depositors.  The  assets,  after  deduct- 
ing necessary  expenses,  are  held  simply  as  belonging  to  and 
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as  security  for  all  depositors.  It  would  seem,  therefore, 
that  no  depositor  has  any  just  cause  of  complaint,  if  he  is 
not  permitted  to  receive  his  deposit  in  full,  in  case  the 
assets  are  insufficient  to  pay  all  the  depositors  in  full.  Nor 
would  the  trustees  be  justified  in  exhausting  or  even  im- 
pairing the  assets  of  the  institution  by  payment  in  full  of 
•diligent  depositors,  and  thereby  leaving  those  who  are  less 
vigilant  to  receive  a  less  sum  than  would  be  theirs  if  a  just 
And  ratable  distribution  were  had.  Under  the  circimi- 
5tanees,  the  assets  of  the  bank  being  held  for  all  the  de- 
positors, and  the  losses  sustained  by  all,  and  there  being  no 
right  in  any  depositor  to  insist  upon  the  payment  of  his 
own  claim  in  full  at  the  expense  of  others,  it  is  clear  that 
ihe  loss  already  sustained  may  and  should  be  thu^  distrib- 
uted, and  the  bank,  if  possible,  permitted  to  resume  busi- 
ness for  the  benefit  of  all  depositors  alike,  that  in  the  end 
each  depositor  may  receive  as  much  as  possible."* 

Courts  of  equity  in  other  States  have  exercised  the 
power  of  scaling  down  deposits  and  authorizing  the  re- 
resumption  of  business.  This  was  done  in  the  case  of  the 
Newark  Savings  Institution,  and  the  court  said:  "The  de- 
postors  (in  the  absence  of  fraud  on  the  part  of  the  man- 
agers, from  which  personal  liability  would  arise)  have  no 
recourse  whatever  for  repayment  of  their  principal  or  in- 
terest to  anything,  except  the  general  investments,  of  the 
institution.  *  *  *  Xo  depositor  has,  under  the  charter 
or  in  equity,  a  right  to  any  particular  security  in  hands  of 
the  institution  more  than  any  other  depositor." 

In  1871  similar  proceedings  were  taken  in  Connecticut. 
In  this  case  the  deposits  were  scaled  twenty-four  per  cent., 
being  deducted  by  the  trustes  themselves,  and  a  joint  reso- 
lution was  subsequently  passed  by  the  Legislature  ratif  jdng 
iheir  action.  Action  was  afterwards  brought  by  a  deposi- 
tor whose  account  had  thus  been  reduced,  to  recover  the 
amount  deducted,  and  the  Supreme  Court,  without  giving 
any  effect  to  the  resolution  of  the  Legislature,  held  that  the 
action  was  lawful  and  proper  and  that  the  depositor  could 
not  recover.  Like  proceedings  have  been  taken  in  New 
Hampshire,  where  there  is  a  statute  authorizing  the  same. 
Again,  in  Massachusetts,  in  the  case  of  Lewis  v.  Lynn 

♦People   V.    Ulster   County    Savings    Institution.     New   York   Savings    Bank 
*Cases,  p.  9. 
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Savings  Institution  (148  Mass.  235),  the  rule  laid  down  ii> 
the  Connecticut  case  was  approved  and  applied.  In  this 
instance  the  court  says:  "But  to  the  depositors  themselves 
the  undertaking  of  the  corporation  is  that  it  will  receive  and 
combine  the  deposits,  and  manage  and  use  them  to  the  best 
practical  advantage  according  to  the  judgment  of  the 
trustees,  and  give  to  the  depositors  in  just  proportion 
among  themselves  the  benefit  of  such  management.  There 
is  no  absolute  promise  to  pay  any  depositor  in  full/' 

Enough  has  been  cited  in  authority  to  sustain  the  con- 
tention that  the  relationship  existing  between  a  bank*  and 
its  depositors  is  of  a  triple  nature,  and  that,  while  the  de- 
positor is  a  creditor,  and  a  beneficiary,  he  is  also  a  member 
of  a  corporation.  Its  gains  are  his  gains;  its  losses  are- his 
losses.  (See  also  Chapter  XII,  "The  Bank  and  its  De- 
positors.") 


^Mutual  savings  bank. 
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National  Savings  Bank,  Buffalo.. 

3,    528 

Naugatuck    Savings   Bank 472 

Xew  Bedford  Savings  Institution 

192,  231,  249,  268,  277 

New   York   Savings   Bank 353 

Noah   31 

Norwich  Savings  Society 200,  462 

Oberhalaer,  S.   L 491 

Onondaga  County   Savings   Bank 

486,  487,  488 

Oneida     County     Savings     Bank, 

Rome,  N.  Y 192,  220 

Oswego  City  Savings  Bank 528 

Paine's   Banking  I^aws 22 

Parochial  Bank,  Stillorgan 12 

Paterson   Savings   Institution 

227,  228,  240,  245,  293,  33? 

Peoples  Bank  &  Trust  Co 476 

Peoples  Banks   77 

Peoples    Savings    Bank 47 1 

Pennsylvania  IJfe   Insurance  Co.     18 

Pennsylvania  Trust  Co 476 

Peters,   Richard,   Jr 17 

Peter   the  Great 37 

Philadelphia    Savings    Fund    So- 
ciety. . .  .18,  20,  91,  101,  233,  249,  289 
Portsmouth  Savings  Bank,  N.  H. 
212,   229,   253,    346 
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Poughkeepsie    Savings    Bank 99 

Providence  Savings   Institution... 

Provident   Institution,  Bath 11 

Provident   Institution,  Southamp- 
ton        11 

Provident  Institution  for  Savings, 

Boston    15,  !20,  26\ 

Pullevn,  John  J 388 

Quinlan,  Jaincs ;J30,  S27 

Raeff eisen  Banks  78 

Rolierts,  Curtis  19 

Roguet,  Condy 17,  19 

Rollins,  Montgomery 406,  410 

Roseberj',  I^rd 29,  30,  i3 

Sulem  Five  Cents  Savings  Bank..   48-I- 

Salem  5Mivings  Bank 484 

Saugerties  Sa\ings   Bank 377 

Savage,  James  15 

Savings    Bank,    (irand    Fountain, 

U.  O.  T.  R 93 

Seammon,  R.  H 70 

Schenectady   Savings    Bank 

! 3t8,   135,  492 

Schulze-Delitzsch  Banks    78 

Seamen's  Savings  Bank 470 

Sieljert,  Charles   1 2^2,  3J3 

Smith,  Jonathan   18 

Smith,  Joseph 6,  7 

Society  for  Savings,  Cleveland 213 

Southold  Savings  Bank..Jl;?,  313,  405 

South  Side  Bank     47G 

Sprague,  C.  K 18.',  223,  -297,  410 

Springfield  Savings   Institution... 

311,  3H,  347 

Spokane  &  P2astern  Trust  Co 493 

Standard  Trust  &  Savings  Bank.  46^ 
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State  Savings  Bank,  Topeka 201 

Sterrett,  J.   E 423 

Strafford    Savings    Bank,    Dover, 

N.  H 192,  328 

Strawbridge,  John    18 

Stoeker,  John  C , 18 

Suffolk  Savings  Bank,  Boston....   358 

Sundav   Bank   6 

Syracuse   Savings    Bank 523 

Third  Avenue  Savings  Bank 484 

Tyler,   Daniel    99 

I'l.ster  County  Savings  Bank... 3,  528 

Cnion  Dime  Savings  Bank 

183,  190,  197,  201,  22:>,  227,  232,  235 
2t»,  25C,  207,  279,  307,  427,  429,  431, 

464,  470 

Union  Savings  Bank,  Mobile,  Ala.  476 
Union  Savings  Bank,  Patchogue  4;i6 
Union  Square  Savings  Bank.. 282,  353 

United  States  Bank 18 

Utica  Savings  Bank. 212,  25^t,  271,  376 

Wakefield,  Priscilla   *. . .       6 

W'anamaker's   44 

Washington  Savings  Bank 3 

MVndovcr   Bank    6 

Western  Savings  Fund  Society.. 

192,  246,  261,  270,  460 

West  Side  Savings   Bank :J53,  520 

Wildey  Savings  Bank 230,  246,  247 

Wilev,  Doctor  :i8 

Willianisburgh  Savings   Bank.... 

4,  54,  KK),  189,  201,  260,  3.53,468,515 
Windsor  I^x'ks  Savings  Bank....   52S 

Wolff,  Ilenrv    77 

Woonsocket    Institution    for   Sav- 
ings       2h\ 
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Account,  ledger  372 

Account,  transfer  of 276,  277,  278 

■  Accounts,  new,  proof 29 1 

Application  mortgage   

Appraisal    381 

Appraisal,  realty    385 

Appraiser,  notice  to 383 

Appraisers  report    403 

Amortization   sheet    421 

Assignment,  withdrawal  of 976 

Assignment  of  account 278,  279 

Assignment  of  pass  book. 273,  274,  275 

Attachment,  writ  of 285 

Adding  machine  338 

Administration,  payment  without.  448 

Advertisement,  savings  bank 

468,  470,  472,  474,  476,  477 

Card  index  301,  312 

Card,  ledger    307 

Card  ledger  desk 304,  308a,  3081) 

Cash  journal   315 

Check  register 260,  362 

Classification  proof   324 

Classification  sheet   321 

Coupon  system  of  ]>osting 319 

Deceased  person*s  account,  aflfida- 

vit   446 

Deceased   ])erson*s   account,   pay- 
ment to  undertaker 444 

I>eceased  person's  account,  with- 
drawal form   452 

Deposit  by  mail 439 

Deposit  journal   298 

Deposit,  proof  of 233 

Deposit  receipt 224,  2-26,  228 

Deposit  ticket   

...  .220,  221,  222,  228,  229,  230,  233 
Deposit  ticket  with  check  memo.  263 

Distribution  sheet   31 7 

Dividend  notices    353 

Draft  by  mail,  memo 441 

Finger  print  identification  card..  513 

Finger  print   impressions 514 

Finger  print  sig^nature  card 515 

General  order   271 

540 
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Home  bank  record 519,  520 

Identification   check    245 

Index  card  301 

Insurance  record   510 

Interest  forms    369 

Interest  notice  forms 429,  522 

Interest  receipt  523 

Interest  sheet 336,  363,  367,  377 

Journal,  cash    315 

Journal,  deposit  and  draft 313 

ledger,  loose  leaf 312 

Ledger,  mortgage   403 

licdger  sheet,  loose  leaf 210 

l^ger,  skeleton    334 

Ix>an  application   402 

Lost  book,  advertisements 458 

lA>st  l>ook,  affidavit 462,  464 

liOst  book,  indemnity  receipt 460 

Ix)st  books,  record  of 459 

Mail  banking,  instructions  for...  440 

Mail,  deposit  by 439 

Mortgage  ledger    403 

Mortgage  loan  card  record 400 

Mortgage  loan  record 404 

Pass  book  assignment 250 

Pass  book  cover 196,  212 

Pass  books,  forms  of 

190,  192,  194,  196,  198,  200 

Physician's  certificate  • 987 

Postage  on  mail 441 

Posting  and  proving  system 330 

Posting,  group  326 

Receipt   for  deposit 223 

Receipt,    interest     for    mortgage 

loans    427 

Receipt,  mortgage   405 

Redeposit  ticket 284 

Savings  bank  account,  active 299 

School  savings  bank  envelope 495 

School  savings  bank,  deposit  list.  498 
School  savings  bank    (over  coun- 
ter)     504,  505,  507 

School  savings  bank,  scholars*  de- 
posit card   496 

School  savings  bank,  stamp  card.  502 
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Srhool   savings  bank,  stamp  sys- 
tem   500 

Sick  person's  order 256 

Society  nccomint  forms 

48G,  487,  488,  489 

Stop  order   mi 

Stop  payment   281 

Summary  sheet   323 

Signature  card   202,  203 

Signature  slip   208 

Teller,  ciassilicatiQii  of  cash UBS 
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Teller's  cash  sheet 288,  290 

Teller's  cash  summary 292,  293 

Trimsfer  of  account 282 

Trial  balance 339,  341,  363,  369 

Trial  balance,  skeleton  ledger....  334 

Witlidrawal  by  mail 4iJ6,  437,  438 

Withdrawal   forms   

208,  218,  2.35,  236,  238,  239,  240,  241 

242,  244,  246,  248,  251,  252,  253,  20 1 

Witlnlrawal,  general  order 268 
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